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MESSAGE BY HONGKONG’S “GRAND OLD MAN,” SIR ROBERT HO TUNG 


May the New Year bring ever increasing friendship between Great Britain, America and China as well as prosperity 
to Hongkong and China, and happiness to all Mankind. 


A Message by Honourable Sir Man-kam Lo, Kt., C.B.E. 


A sound periodical devoted to the 
trade and industry of any particular 
geographical area must be valuable at 
any time to the people of the area con- 
cerned. Living as we do in an era in 
which raw materials and products, with 
which trade and industry are concern- 
ed, assume an ever increasing im- 
portance, and may, indeed, have a 
direct bearing on the question of war 
or peace, it is indispensable. 

The Far Eastern Economic Review 
has already established its position as 
an informed up-to-date periodical on 
economic affairs. 


To a place like Hongkong, which, be- 
ing essentially an entrepot, is at the 
cross-roads between the East and West 
and is therefore subjected to all the 
cross-currents and impulses and im- 
pacts of the ever changing conditions 
of the trade and industry of the East 
and West, this Review fulfils an im- 


portant requirement of the business 
community of the Colony. 
I gladly avail myself of this op- 


portunity to send my best wishes for 
the continued success of this undertak- 
ing. 


A Message by Hongkong’s “Ginger King” 


Vice-Chairman of Hongkong 
Mr. U 


We Chinese manufacturers in Hong- 
kong have watched with great interest 
the development of the Far Eastern 
Economic Review during the last few 
years into its present position as the 
most authoritative weekly paper in the 
‘Orient. 

The Review performs a great service 
to the community in keeping them up 
to date not only in local business matters 
but also in economic trends in every 


Chinese Manufacturers’ Unioi, 


Tai-chee 


eastern market and it deserves all the 
success it has enjoyed up to date. 


The lifting of Import Restrictions in 
Britain has opened up great prospects 
for local industrialists and while we 
look forward to a record breaking year 
I am glad to have this opportunity of 
extending personal greetings to the 
Review and wishing it a most success- 
ful 1950. 


My Hope for 1950 


by 


KO CHUK-HUNG, m.B.z. (Honorary), 


Chairman of the Chinese Chamber of Commerce, Hongkong. 


Ever since the liberation of Hong- 
kong at the end of the World War II, 
the Hongkong trade has been gra- 
dually reviving, as a result of the local 
Government’s keen effort and wise 
schemes for rehabilitation. Many local 
industries have also been restored to 
their pre-war condition thus contribu- 
ting much to the export trade of the 
Colony. 


In the years 1946 to 1947, the Hong- 
kong merchants did see a good oppor- 
tunity for doing business to recuperate 


from their heavy losses incurred dur- 
ing the war time, inspite of the then 
existing difficulties in the availability 
of capitals, the surrender of foreign 
exchange and the restriction of quotas 
of goods from foreign countries. 


At that time. when goods were badly 
needed for the Hongkong market as 
well as for the markets in China, im- 
porters of the Colony were embracing 
the golden chance to reap their profit, 
taking advantage of the good prices 
then prevailing for the various com- 


modities in demand. Hence, many 
merchants who had not been importers 
previously, nevertheless turned their 
attention now to import business; and 
many importers did not confine them- 
selves to their original lines of trade, 
as long as they could see their way of 
making profit in whatever goods they 
could have a chance to import for the 
market. 


Such being the case, Hongkong has 
gradually been flooded with goods 
from Europe and America, and asa 
result, a change of condition has taken 
place in the trade prospect in Hong- 
kong in the year 1948-49. 


As a consequence of the civil war in 
China when the buying market in 
China has become narrower and nar- 
rower and transportation facilities less 
and less, there has been very little 
chance for the re-exportation of the 
superfluous stock of goods already im- 
ported into the Colony; and for certain 
lines of commodities, there have been 
practically no outlets at all, 


Under such circumstances, the Hong- 
kong merchants have been all the 
time defraying huge expenses for the 
maintenance of their business without 
however, making enough gain as desir- 
ed. What existed in 1946-47 as delight- 


ful trade prospect has gradually faded 
away. 


But after all, Hongkong is Hong- 
kong which ever remains as an impor- 
tant commercial port in South China, 
linking up the world trade between the 
East and the West, and there is every 
reason to believe that better days will 
come back for the Hongkong trade 
when the civil war in China will come 
to an end and normal condition will be 
restored in the whole country. 


With the advent of merry Christmas 
in 1949, let us place our hope on the 
bright side for the prosperity of the 
commercial world and the furtherance 
of international understanding and 
thereby an everlasting peace for all 
human races on earth, at the dawn of 
our hopeful year of 1950. 
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Security of Investment and High Yield in Hongkong 
By N. V. A. Croucher, 


Chairman, Hongkong 


. 
The share market has been subject 
to pressure during 1949, owing to. the 
uncertainty surrounding the status of 
Hongkong but it is now safe to as- 
sume that this will remain unchanged, 


despite irresponsible Press Articles 
appearing in various parts of the 
World. It would appear the further 


away a person is the more he is inclin- 
ed to pessimism, an attitude difficult to 
understand. 

My faith in the Colony has never 
wavered and, when asked whether an 
Investment should be made elsewhere, 
my invariable reply has been, “If you 
are staying, invest here where you can 
keep an eye on your funds.” 

Looking around, one sees expansion 
in every sphere; Building is booming, 
Public Utility Companies are increas- 


Stock Exchange Ltd. 


ing their activities as fast as they are 
able to obtain the necessary Machinery 
and Plant, Old Factories are modernis- 
ing their methods and New Factories 
springing up. These expansions are 
taking place because those in charge 
realise that Hongkong will probably 
grow out of all recognition, and may 
well become the bridge between China 
and the Western World. 

For the true investor Hongkong 
offers the ideal, security of Capital 
with a high yield. How long this high 
yield will last it is impossible to foresee 
but signs are not wanting that the 
Investing Public is beginning to realise 
the exceptional bargains now offering, 
and it would occasion no surprise if a 
general rise in prices were registered 
in the near future. 


INDUSTRIAL CHANGE IN EAST ASIA 
AND THE WORLD 


(By E. Stuart Kirby) 


Progressive opinion looks forward to 
an age of great economic development 
for Asia. Powerful movements in that 
direction are gathering momentum. : In 
the spirit of the time—and quite na- 
turally, from historical, social and poli- 
tical circumstances—stress is laid on 
industrialisation. To use industrial 
values as the scale for measuring all 
progress, is indeed a common impulse 
among the most varied parties and 
interests; local factions appear rather 
as rival claimants for leadership in the 
same direction, than as disputants about 
which direction to choose. 

General aspects of this question have 
been discussed in the Far Eastern 
Economic Review (see the series by the 
present writer, August—October, 1949, 
and an article by another writer on 
conditions of foreign investment, Nov- 
ember 24th, 1949). Here it is desired 
to draw attention to another critical 
comparison, the significance of which is 
sometimes overlooked: namely, the re- 
lation between the forms and standards 
of technique which are likely to domin- 
ate any Asian industrialism, and those 
now prevalent (or emerging out of cur- 
rent scientific progress) in other parts 
of the world. 


The development of world manufac- 
tures in the twentieth century has been 
marked by two prodigious spurts, occa- 
sioned by the two great World Wars. 
The only effect of modern warfare 
which can possibly be called beneficial 
would appear to be its quantitative and 
qualitative stimulus to technical pro- 
gress (i.e. to technique as such; that the 
innovations may be put to bad as well 
as good uses, is another question). Thus 
the First War brought motoring and 
aviation and their consequences, and a 
host of similarly influential develop- 
ments in the mechanical, chemical and 


other fields. It hastened also the tre- 
mendous changes which may be sum- 
med up in the words “mass production” 
and “scientific management.” Charac- 
teristic of the former are automatic 
mechanism like the conveyor-belt, 
which tend to discourage initiative or 
personal capability in the worker, and 
make the technological element domin- 
ate over the human—within the field, 
that is, of Labour. 

To the extent that this prevailed, a 
considerable reduction in status resulted 
for operatives in general — what is 
nowadays called “dilution” — and a 
corresponding functional promotion for 
technicians in_ general. Previously, 
craftsmanship had been the dominant 
value, but in the 1920’s and ’30’s, a pro- 
portion of workers saw transferred 
away from them much of the respon- 
sibility, the initiative and the role of 
coordination which had hitherto been 
theirs. The qualities and duties con- 
cerned were allocated to “management.” 
Though it meant a loss of working 
personality for many, the new industrial 
pattern actually necessitated more and 
better coordination and _ supervision 
on the part of others. It imposed fresh 
requirements of integration and organ- 
isation. Rationalisation, Taylorism, 
Fordism and other trends fostered a 
new aristocracy of “key personnel,” a 
move towards the rule of experts. 


Expertise in this field combined the 
(formerly separate) roles of the techni- 
cian, the planner, the research worker, 
the manager, the skilled worker and the 
entrepreneur. What was generally 
called Enterprise, sometimes also Man- 
agement, but was in reality a combina- 
tion of all the seven elements just 
mentioned, was exalted to rank as a 
fourth and independent Factor of Pro- 
duction, alongside or even above the 
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traditional three—Land, Labour and 
Capital. The Interwar period (1919- 
39) opened with a growing belief that 
what was taking place was (in the apt 
title of one timely book on the Ration- 
alisation movement in Germany in the 
1920’s) a “New Industrial Revolution” 
(by W. Meakin, Gollancz 1928); it closed 
with a spreading conviction that what 
had happened was (as it was entitled 
by a notable exponent) a “Managerial 
Revolution” (James Burnham; New 
York 1941, and Pelican Books 1945). 


* * * 


This was a significant outcome of the 
First World War. What overall result 
is likely to appear of corresponding 
significance, out of all the startling 
changes resulting from the Second 
World War, to. the economist or histor- 
jan who comes (say thirty years from 
now) to look back on the _ present 
period? 


It is also important to examine the 
implications of these two periods (the 
Interwar period which to us is the not 
distant past, and the period now im- 
mediately before us), from the particu- 
lar point of view of Asia. This is still 
too rarely done, though the world seems 
now to be beginning to realise not only 
that the industrial future of Asia may 
be important, but also that it may not 
prvmpeetice ct follow Western prece- 

ents. 


In World War I the destruction and 
dislocation were comparatively local- 
ised, but the industrial progress and 
stimulation were worldwide. In World 
War II, on the other hand, destruction 
and dislocation were very widespread, 
while relative immunity and progress 
were enjoyed by comparatively few 
countries. Certainly, it was already 
during and after the First War that the 
United States stepped into the front 
rank. But exaggerated views are some- 
times held as to the extent to which the 
“New Industrial Revolution” of the In- 
terwar period was an American pheno- 
menon. America made the peace (and, 
characteristically, the publicity); but 
some of the great steps in Rationalisa- 
tion are due to the Germans and others, 
some of the developments in Manage- 
ment to the British and others. While 
the technological change, here for short 
called “mass production,” was a per- 
fectly general movement; it was a major 
influence on Europe, and made inroads 
elsewhere. In Asia, it caused a great 
transformation of Japan, and establish- 
ed itself to a lesser degree in other 
centres. Soviet Russian industrialism 
is another of its offshoots, widely des- 
cribed as a semi-Asian variant. 


Not that these features became uni- 
versal after 1919; they are still far from 
being so, even in America. But they 
did set the new norms in industry, to- 
wards which the whole world sought 
to turn; and they induced corresponding 
changes in the related fields of human 
activity (eg.  cartellisation, office 
mechanisation, chain stores). Of course, 
each country and community reacted 


according to its own conditions and re- 
quirements. 
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The economist’s overall formulation 
ds that these changes greatly altered the 
ways in which the factors of production 
might be used, and introduced great 
flexibility in the possibilities of combin- 
ing them. Metaphorically, let us 
imagine a number of recipes in cookery- 
‘book style, for illustration: 

In America, take: the relatively 
scarce labour available, plenty of the 
relatively abundant capital and land, 
‘and overabundant energy, personal 
freedom, and wide range of immigrated 
skills; readily scrap old plant as a mere 
encumbrance, and build newer and big- 
ger factories. 

In England, take: labour (not abun- 
dant but reliable and having good 
mechanical sense), take the limited land 
available, and the relatively abundant 
capital; operate conscientiously and 
with ingenuity, to make the fullest 
Possible use of existing plant (some 
obsolescent), by free but effective co- 
ordination, preserving good habits of 
Saving and investment. 

In Japan, take: the scanty land and 
capital, the abundant, diligent, obedient 
and imitative labour; add the maximum 
of ingenuity and integration (including 
the State), maximise frugality and 
Saving, coordinate rural and urban 
activities, and make remarkable pro- 
gress. 

In Russia, take: the overabundant 
land, plenty of peasant labour (strong 
but sluggish), add the available capital 
(which in 1918 was relatively small but 
was in large and modern units), apply 
strict discipline, hire many American 
engineers, build up heavy industry and 
‘complete regimentation. 

In China use the overabundant labour 
as best you can, get it under factory 
control, use the relatively abundant 
land as far as it is accessible, get some 
foreign help, use the relatively scarce 
capital, organise as well as possible in 
the absence of a strong middle class; 
mix well in politics, season with specu- 
lation and corruption; bury some of the 
proceeds by investing them in land; and 
hope for a better future. 

The reader may vary the contents of 
these “recipes” as he prefers. The point, 
now integral to economic thought, is 
the principle of relativity in economics. 
The relation or proportionality between 
the factors of production is decisive. As 
technique advances, one factor can in- 
creasingly be substituted for another, or 
even transmuted into another. Mass 
production did much towards this de- 
velopment, as it is largely based on 


standardisation of products and pro- 
cesses. 

Capital, it has been said, is a sort of 
universal solvent. Capital multiplies 


itself, but where capital is short it may 
be created by land or labour, if the 
owners of the latter consume less than 
they produce, and save the balance. The 
possibilities for this sort of interchange 
have been extended by technological 
improvements; but most of all by the 


evolution of Management. For the 
latter has enormously extended the 
possible range of permutations and 


‘combinations, and has facilitated the 
organisation of production even where 
it would previously have been impossi- 
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ble owing to the disparity of factors. 
Views as to the “usability” of economic 
resources are constantly changing. A 
highly capitalised economy can afford 
to develop, at least on a by-product 
basis, resources previously considered 
uneconomic. On the other hand, a 
“have-not” country can, if only it has 
the managerial ingenuity, do what was 
previously thought impossible with its 
unfavourable pattern of resources. 

In the modern system, the big pro- 
duction unit has great advantages: 
capital power, command over much of 
the managerial ability, and other ad- 
vantages. But there is still room for 
the smaller-scale unit that can use 
ingenuity. The leading example of the 
large-scale basis before the War al- 
ready, was America. But Japan provided 
a good instance of the “ingenuity” basis, 
and also of the fact that largeness of 
the scale of contro! is in question, as 
well as mere largeness of plant. Europe 
might be said generally to have been 
somewhere between the two. The rest 
of Asia had very little of either the one 
or the other, for the most part it touch- 
ed only the fringe of the possibilities 
of mass-production and scientific man- 
agement. Under the former heading, it 
did not generally progress beyond the 
first stage of the factory system, which 
permitted it to put its superabundant 
and expendable asset, labour, under 
harsh subjection. Under the latter 
heading, there was generally a mere 
smattering of modern business methods 
superimposed on old structures of clan, 
family, caste or clique; in some cases 
the initiatives were with actual aliens 
or communal minorities (e.g. Parsees, 
chettyars, overseas Chinese). 


* * * 

The consequences of the Second 
World War are still incalculable. 
Technically, the possibilities are im- 
mense. At a minimum estimation, even 


if such major expectations as the in- 
dustrial use of atomic energy remain 
unrealised, the technological advance 
has been such that the various dispar- 
ities mentioned above will in any case 
be tremendously enlarged. The United 
States is, as before, some way ahead— 
though there is again a tendency to 
exaggerate its monopoly of progress. 
Europe may yet, as in the Interwar 
period, make important contributions; 
especially perhaps in state control and 
planning, and the extension (or adapta- 
tion) of Management principles to that 
sphere. Meanwhile America enjoys a 
flying start, with vast new plant layouts 
formed during the war (not as hasty 
improvisations under actual bombard- 
ment, as in England, but with a shrewd 
eye to post-war utilisation), a general 
increase in the scale of operation, a 
great extension of mass_ production 
(even into such spheres as_ precision 
machinery and shipbuilding) expanded 
research, and tremendously improved 
coordination. In the next fifty years, 
as in each fifty-year period of its pre- 
vious history, the United States is ex- 
pected to double its output. In contrast, 
the rest of the world is so far strug- 
gling for mere rehabilitation to pre-war 
levels. 


A full assessment of this “Newest 
Industrial Revolution” is a very difficult 
task; the writer has room here only to 
state his own opinion, and to urge the 
importance of this aspect of the world 
problem. The developments from 
World War II seem greatly to have 
intensified the preceding tendencies, the 
power of technology and management, 
and the disparities between the different 
parts of the world. In the West, how- 
ever, they may have brought the worker 
revenge for the “depersonalisation” 
which was his lot before the War; 
because the need for judgment, quick 
decision, coordination and understand- 
ing not merely of a single process but 
of the whole complex, has as it were 
once again spread downwards into the 
lower ranks. The latest developments 
put more machinery, and a_ higher 
power ratio, under the individual work- 
er, and demand of him more than the 
role of an automaton. The social sys- 
tem has also changed, with a stress on 
security, collective rights, full employ- 
ment, education, etc. In the nineteenth 
century, capitalism started with an 
oligarchy of entrepreneurs over a de- 
personalised proletariat; but the capital- 
istic spirit later spread downwards 
through the labour hierarchy. In the 
twentieth century, a further Industrial 
Revolution threw up a new elite; but 
now the technocratic spirit is spreading 
downwards through the labour hier- 
archy. 


Is anything of the sort in prospect 
for Asia? Soviet Russia has reacted on 
ultra-nationalist lines, determined to be 
self-dependent and separate from the 
West. This means essentially adherence 
to the pre-war basis, which is that of 
the earlier phase of the New Industrial 
Revolution. In Russia there is immense 
trustification under the State, resem- 
bling State Capitalism rather than 
Socialism. There are blatant class 
differences between bureaucrats or 
technicians and workers; these are con- 
trary. to the neo-tethnocratic spirit 
which is rising in the West. The typical 
methodology is Stakhanovism, which is 
fundamentally labour-intensive, not 
machine-intensive, as is the current 
progress of the West. China now wishes 
to follow Russia’s lead; but will have 
to rely on crude Stakhanovite (i.e. 
labour-intensive) enthusiasm plus gen- 
eral political reforms long taken for 
granted in the West. ‘The new regime 
can do something for State Manage- 
ment, but not for Enterprise Manage- 
ment; does it seriously expect the latter 
to develop, however much it may 
preach its admission to the New Demo- 
cracy, if at the same time it hangs over 
it the threat of “liquidation” at some 
undefined future date? And it is heavily 
committed to support the peasantry. 
Meanwhile it closes the only main road 
to technical progress, viz. foreign inter- 
course in general and relations with 
America in particular. There may be 
short-term improvements, but the 
longer-term outcome seems doubtful. 


Contrast the only other country in 
the East which has the physical basis 
for “large-scale” development: India. 
India and Pakistan have an enlightened 
and positive relation with the West, and 
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THE NEW CHINA AND RECOGNITION 


The year 1949 has witnessed the 
swiftly moving events of a great re- 
volution in China. With hardly any 
serious fighting the forces of Mao Tse- 
tung have swept in an irresistible wave 
from Peking to Canton and from Shang- 
hai in the East to the borders of Burma 
in the West; they have engulfed the war 
time capital of Chungking which the 
Japanese never reached and driven 
Chiang Kai-shek from Chengtu his last 
refuge on the mainland of China; the 
last great war-lord province of Yunnan 
has now defected and even the Moham- 
medans of the North West who had 
been counted unon to resist have yield- 
ed. Apart from scattered guerilla 
bands whose loyalty to Chiang’s govern- 
ment may be greatly doubted, the only 
organised forces now on the mainland 
are the hard pressed armies of Pai 
Chung-hsi which are perched pre- 
cariously on the borders of Indo-China 
whence they may be transported to the 
island of Hainan. Pai Chung-hsi, like 
his old comrade Li Tsung-jen the Act- 
ing President of China who recently 
severed his connection with Chiang and 
went to America, is a leader of the 
Kwangsi group and it is doubtful whe- 
ther the troops left under his command 
may be counted upon in support of any 
government under Chiang Kai-shek. 
The main forces on which Chiang de- 
pends are now on the island of Hainan 


indeed the whole world, and have a 
reasonable prospect of moving with the 
main tide of the world, not as a coun- 
tercurrent. Contrast also Japan’s econo- 
mic effectiveness; perhaps the present 
fortuitous partnership of American 
‘“Jarge-scale’ and Japanese “ingenuity” 
holds the most tremendous possibilities, 
and Japan may yet enter a great second 
cycle of development. The remaining 
Asian countries appear industrially 
weak at present, but they may learn 
from any or all of the larger entities. 

The relation of industry to agricul- 
ture is also a key factor which should 
never be left out of consideration. Here 
again is a main disparity between the 
East and the West. In the latter, the 
Industrial Revolutions have integrally 
affected agriculture; in the former they 
have not. The problems lying before 
Asia in the industrial field pale into 
insignificance beside those involved in 
the adjustment of the rural basis. Rus- 
sia was able to tackle both aspects 
together by the methods of extensive 
cultivation. Asia will be unable to 
follow that course. Something may be 
learnt (in agricultural credit, coopera- 
tion, etc.) from Europe; but most of all 
from Japan, where the remarkable in- 
tegration of rural and urban progress 
contains lessons which cannot indefin- 
itely be ignored by other Eastern coun- 
tries. Such integration is the work of 
an enlightened (and, necessarily, cos- 
mopolitanised) middle class. Any 
country which suppress that class, or 
prohibits its growth, is condemning 
itself to backwardness and hardship, by 
present-day standards of technical 
progress, 


which has not the resources to support 
a large military force and in Formosa 
(or Taiwan) which is still in law sub- 
ject to Japanese sovereignty although it 
has been allocated to the Chinese to 
occupy as belligerent occupants pending 
a treaty with Japan. 

There is no room for self deception 
as to the genuineness and strength of 
the revolution. Whether the world 
likes it or not the new “People’s Re- 
public of China” which was formally 
declared in Peking on October 1, has 
already reached such a degree of power 
and stability with the apparent acquies- 
cence of the people that it cannot be 
ignored; it is an established fact; it em- 
braces four hundred million Chinese 
people who have evidently preferred it 
to the rottenness of the old regime; it 
is a political entity which cannot be 
treated internationally as outlawed and 
beyond the pale of international rela- 
tions. 

It is unfortunate but perhaps un- 
avoidable that political and economic 
interests have from time to time in- 
fluenced the granting or refusal of re- 
cognition. In the case of China it has 
been argued that the masses of the 
Chinese did not know what they were 
expected to fight for and that the re- 
volution derived its inspiration and 
moral and even material support from 
Russia and the Communists and that 
apart from the doubtful international 
morality or legality of the degree of 
Russian influence exerted it would be 
dangerous in the light of present inter- 
national difficulties to grant early re- 
cognition to the new government. 


That there is a Russian and Commu- 
\nist background to the revolution is 
beyond question. For a century since 
the Crimean War the Russians have 
been driven by an irresistible urge to- 
wards the warm waters of the Pacific; 
the pressure that enabled them to gain 
Viladivostock from China in 1860 secur- 
ed them an ice free port in Dairen and 
rights in Manchuria which in spite of 
their defeat by Japan in 1904-5 they 
have retained under the Yalta agree- 
ment. After the first world war the 
tremors of the Russian revolution 
spread down to Persia, Afghanistan and 
the Persian Gulf; they manifested them- 
selves in Communist activities in the 
East Indies in 1926 and in Borodin’s 
direction in the same year of the up- 
surge of the Chinese Nationalist move- 
ment which brought Chiang Kai-shek’s 
armies triumphantly from Canton to 
the Yangtze at Hankow. When Chiang 
overthrew the Russian influence its 
Chinese apostles under Mao Tse-tung 
were driven underground, but they sur- 
vived and established their agrarian 
Communist centre in Kiangsi and Fu- 
kien and in 1934 when they were dis- 
lodged by Chiang Kai-shek they made 
that epic march of more than six thou- 
sand miles through half the provinces 
of China and after joining with other 
blocs on the way established themselves 
in the province of Shensi with head- 
quarters at Yenanfu. 
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The “Nationalist” revolution of 1926: 
was but a turn in the cycle of revolu- 
tions which began with the overthrow 
of the Manchu dynasty in 1911 and may 
well continue for many decades at least 
if not for a century or two in the future. 
In the perspective of the history of 
China the period which must bridge the 
gap between:the old empire with its 
Confucian moral and political standards 
and a more. universal conception of so- 
ciety and government may, in terms of 
years, be long. The Nationalist revolu- 
tion never achieved either national 
unity or the social and political reforms 
hoped for by Sun Yat Sen and his. 
followers. Chiang Kai-shek was bent 
on harassing the Communists rather 
that on relieving the distress of the 
peasants; Chiang himself never really 
outgrew war lord mentality, basing. his 
power on a personal army and purse, 
and he never broke the power of the 
regional leaders who bolstered them- 
selves with their own armies and ex- 
chequers. He suffered the corruption 
and personal aggrandisement of rela- 
tives and friends who accumulated for- 
tunes at the expense of the people on 
which they now live in America: and 
elsewhere. 

All this was not entirely Chiang’s 
fault. He strove hard for unity but the 
difficulties were great and his methods 
doubtful; he undoubtedly had greatness 
and served his turn in the cycle of 
China’s transformation; he resisted the 
Japanese, but through his stubbornness 
in the matter of reform drove the pea- 
sants and intelligentsia into the arms 
of Communism. The problem was too 
big for a despot government. When we 
think that in England at least two cen- 
turies had to pass from the days of the 
early Stuarts, the divine right of kings, 
the system or lack of system whereby 
the navy and army and national needs 
were met from the King’s purse, to the 
days where an established civil service 
guaranteed an honest and efficient ad- 
ministration, we may gather some idea 
of the time that it will take China 
which is now floundering in an abyss 
after the loss of all their old standards 
of political morality to develop a civil 
service. China was not as fortunate as 
India was. When the British left India 
they left it the heritage and tradition of 
an efficient civil service of long stand- 
ing which makes easy its transition to 
independence and enables it to take the 
lead in Asia. Under Chiang the idea 
of a civil service or rule of law received’ 
little or no real encouragement. The 
original supporters of the Kuomintang, 
the students and university professors. 
became badly disillusioned in their 
hopes of reform and a despairing drift 
towards Communism set in amongst the: 
“intellectual classes”. The peasants and’ 
farmers found their lot worse than be- 
fore the 1926 revolution, and in their 
despair and disgust at the rottenness of’ 
the government found no difficulty in 
welcoming any prospect of reform. The 
armies, ill fed and unpaid, found no in--. 
centive to fight and preferred the lot 
of the Communist soldier. The last nail’ 
in Chiang’s coffin was his ruthless and 
mediaeval method of enforcing the sur-- 
render of foreign currencies and bullion 
in August 1948 when his elder son set 
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up a reign of terror in Shanghai, and 
alienated even Chiang’s banking and 
industrial supporters. 


* a a 


The forces of the new _ revolution 
under Mao Tse-tung have matured 
under Communist influence since 1926; 
they have weathered trials of bitter ex- 
perience; their outlook has imbued them 
with almost a spirit of religious re- 
vival; there is something of the Crom- 
wellian austerity and simplicity of life 
amongst them. Mao Tse-tung and his 
supporters have been imbued with 
Russian teaching and have been tutored 
in Communist methods and technique. 
A revolution, however, was ripe and 
overdue without their support but they 
captured and harnessed the movement 
to the way of life in which they be- 
lieved. 


The question now is whether that is 
the way of life which China will follow. 
That depends largely on whether China 
is left no alternative, whether the 
other nations of the world wish to re- 
cognize the government which the Chi- 
nese people have accepted and give it 
their help and guidance. If they are 
left outlawed and beyond the pale, how 
can they be expected not to resent their 
treatment and rely more and more on 
the only people who have helped them 
‘so far? Mao Tse-tung is reputed on 
good authority to have recently stated 
that Russian Communism is not suit- 
able for China. All evidence seems to 
‘show that the new governmeht is 
honestly but cautiously feeling its way 
and making a genuine attempt at re- 
form and honest government. While 
there are accounts of the disillusion of 
many individuals whose position and 
fortunes have been prejudiced there 
have been a directness and efficiency in 
the way the new regime has tackled 
major problems, set the railways in 
order, relieved the coal shortages and 
helped the public utilities in Shanghai, 
and started the training of administra- 
tors who may be the beginning of a 
* civil service system. It is encouraging 
to find that they receive Chinese stu- 
dents returned from British and for- 
eign universities. to train for ambassa- 
dorial and consular posts abroad and 
technical and administrative positions 
in China. If the other nations extend 
‘a hand now in China their friendly 
help may be welcomed; if they do not 
they will deservedly reap the conse- 
paveres of driving China out of their 
orbit. 


There seems to be a difference of 
opinion on the question of recognizing 
the new government in China or at 
least as to its timing. Unfortunately 
differences have arisen between the 
United States and the British Common- 
wealth on whose unity of outlook and 
action the future of the world so much 
‘depends. More’ unfortunately _ still 
‘various motives of political and econo- 
mic expediency have been imputed. 


s La s 
In the history of the principles of in- 


ternational law and practice in the 
matter of recognition of states there 
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has been at times a tendency for na- 
tions to be led astray by geographical, 
strategic, and economic influences and 
political expediency. The recent at- 
titude both in America and Britain has 
shown a desire to get down to first 
principles which were laid down by 
Thomas Jefferson before the beginning 
of the nineteenth century. Jefferson 
declared it to be in accord with Améri- 
can principles “to acknowledge any 
government to be rightful which is 
formed by the will of the nation 
substantially declared’. The principle 
“that every nation possesses the right 
to govern itself acccording to its 
own will’, however, as the American 
authority on International Law, Charles 
Cheney Hyde explains, is not subject 
to the limitation that the will of the 
nation must be declared in the same 
way as that of America or Britain. It 
surely may be declared as the Chinese 
people have in the most emphatic way 
declared their acquiescence in the 
People’s Republic. If therefore as a 
matter of fact a new state has come 
into being, the question of recognition 
is not one of arbitrary discretion or 
political concession; it must be ap- 
proached from the point of view of legal 
principle, whether the new state fulfils 
the conditions of statehood as required 
by International Law. 


The Jeffersonian principle has since 
been elaborated, but its enunciation 
both by Mr. Adee in 1913, and by Mr 
Hull in 1936 establishes that ever since 
the American Revolution recognition is 
dependent upon the existence of three 
conditions of fact: the control of the 
administrative machinery of the State; 
the general acquiescence of its people; 
and the ability and willingness of their 
government to discharge international 
and conventional obligations. 


So far as the first two requisites there 
can be no doubt that China has fulfill- 
ed the conditions. As to the third con- 
siderable doubt has been raised parti- 
cularly by the treatment accorded An- 
gus Ward and the American Consular 
staff in Mukden. The Mukden incident 
has done the new government incredi- 
ble harm and is justly resented by all 
nations that observe the conventions of 
international intercourse. It has been 
suggested that in Mukden the Chinese 
are under the domination of Russia 
who claim special interest in Manchu- 
ria. Be that as it may, it is to be 
hoped that such incidents may not be 
repeated and that the People’s Re- 
public may realize that recognition is 
not a matter of positive duty on the 
part of other nations and that an as- 
surance that it means to live with 
others on the basis of international law 
principles and conventions should be 
given if not as a condition of recogni- 
tion, at least as a matter of simultane- 
ous reciprocity. There cannot be inter- 
course among nations any more than 
among individuals except upon a gen- 
eral assumption of good faith, which 
must be mutual. 


There has been a tendency to refuse 
or to delay recognition when a govern- 
ment has come into being through a 
revolution or violence or when it is 
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supposed to be unwilling or unable to 
fulfil its international obligations. 
These tests, as Oppenheim states in his 
treatise on International Law can not 
be regarded as satisfactory. “In the 
absence of effective international 
guarantees for securing just govern- 
ment and proper administration of the 
law within the various States, it is im- 
possible to insist on the perpetuation of 
any: existing regime by a refusal to 
recognize its revolutionary successor. 
Neither is it in the long run practicable 
to adopt the indirect method of refusal 
of recognition as a means of compelling 
the fulfilment of international obliga- 
tions. The more rational method is to 
grant recognition and then to insist by 
such means as International Law offers, 
on the proper fulfilment of its obliga- 
tions on the part of the recognized 
Government.” 


The United States refused to recog- 
nize the Russian Government until 
1933. Recognition was withheld not 
on the ground of the’ revolutionary 
character of the change but owing to 
the confiscatory policy of the Soviet 
regime, its unwillingness to fulfil its 
obligations and what was regarded as 
its organized effort to subvert and in- 
jure American institutions. When the 
Soviet Government was recognized in 
1933 it was on the basis of simultane- 
ous assurances on both sides. Profes- 
sor Hyde stresses the fact that the in- 
terest of the United States in the mat- 
ter of recognition has at times been de- 
pendent on concerns other than the 
Jeffersonian principles but he doubts 
whether international law “prescribes 
standards by which. the propriety of 
recognition of new governments is to 
be tested, save for the injunction that 
such action should not be the hand- 
maiden of unlawful interference with 
the freedom of an independent State.” 


The crucial question in the case of 
China is not whether or not recognition 
should be granted but the precise time 
when the grant should be made. In 
the case of the overthrow of an exist- 
ing government by revolution or civil 
war it is important that recognition 
should not be so precipitate as to 
amount to intervention. In the case of 
China the facts are that the forces of 
the newly established government in 
Peking have utterly defeated the old 
government which in spite of its efforts 
at a last stand resistance in the islands 
of Formosa and Hainan is obviously in- 
capable of restoring its sway over the 
countny. The time surely has come 
when it must be recognized that no 
aid, either to Chiang Kai-shek who ap- 
pears to have been abandoned even by 
America or to Li Tsung-jen and Pai 
Chung-hsi who are too tainted with the 
tradition of the old war-lord regime to 
gain the confidence of the people, can 
sweep back the tide or do aught than 
plunge the country into a_ disastrous 
civil war fomented by foreign coun- 
tries. 


Both America and Britain dislike on 
principle to intervene in a civil war. 
To attempt to give succour to a techni- 
cally existing government in its des- 
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perate position would now be active 
and unjustifiable intervention. 
* * 

The greatest danger: now is not that 
recognition may be too precipitate but 
that it may soon be too late. The with- 
holding of recognition may at this stage 
be regarded as intervention against it, 
an attitude which would lead to re- 
prisals and counter reprisals. As Pro- 
fessor Hyde writes—the United States 
“does not seek by the withholding of 
acknowledgment of the achievements 
of insurgents to invoke a fiction that 
would identify a technically existing 
government however decrepit with the 
foreign state concerned, so as to suc- 
cour that government in its extremity. 
In a word the policy of the United 
States in relation to the recognition of 
new governments appears to be no 
longer associated with, or made the 
handmaiden of intervention.” 

Let us remember that in recognizing 
China we shall not be recognizing Com- 
munism; Russia in recognizing America 
and Britain does not recognize capita- 
lism. Russia may have violated the 
terms of the Yalta agreement, but with- 
drawal of recognition from China will 
not improve the position or be fair to 
China at whose expense the agreement 
was made. The denial of recognition 
will not help Malaya, Burma or Indo- 


China. As it is we have no standing 
with China to resist any support it 
might give to communists, guerillas 


and troublemakers in those territories; 
upon recognition it may be possible to 
insist by diplomatic representation and 
such means as International Law offers 
on the proper observance of interna- 
tional behaviour. Indo-China would 
be relieved of great embarrassment by 
recognition; its greatest danger at the 
moment is from the defeated forces of 
Pai Chung-hsi on its borders. 

In the matter of the fulfilment of 
international obligations it is hardly 
possible that any government could 
have a worse record than the Nation- 
alist Government. Not only has it de- 
faulted on all its loan and railway 
agreements but in the matter of the 
treaties of 1943 with America and Bri- 
tain it has shown every appearance of 
the deliberate evasion of its  obliga- 
tions, and neither America nor Britain 
has taken any action to enforce them. 
The employees and debenture holders 
of the former Shanghai Municipal 
Council were left to starve for all the 
concern the Nationalist Government 
showed although it had delivered to it 
the rich and flourishing Settlements of 
Shanghai and had_ covenanted to dis- 
charge its obligations to them. 

The People’s Republic has a golden 
opportunity to show its good faith. 
Whether recognition comes or not, the 
effect of a revolutionary change of go- 
vernment does not free it from exist- 
ing treaty obligations. It would be 
well if it acknowledged now that prin- 
ciple of International Law. 


The peace of the world depends not 
on standing at arms length apart, but 
on an earnest endeavour to bring to- 
gether the family of nations. The Peo- 
ple’s Government may be recognized as 
the only lawful government of China 
but recognition carries with it the re- 
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Decline of Economic Activity in 1949 


Economic conditions improved consi- 
derably in many parts of the world 
from 1947 to 1948 but economic activity 
has been showing a tendency to level 
off and, in a few countries, to decline 
since the start of 1949; in addition, the 
far-reaching post-war dislocations of 
international trade have remained 
acute. The world output of goods has 
expanded well beyond pre-war levels 
but the over-all increase conceals 
marked disparities among different re- 
gions of the world. Consumption 
standards are significantly higher than 
before the war in a_ relatively small 
number of countries but are barely at, 
or are still below, pre-war levels in 
most of the world; they have even 
deteriorated from seriously inadequate 
pre-war levels in several under- 
developed countries. The reeonstruc- 
tion and reconversion of industry have 
been completed for the most part but, 
with a few important exceptions, pro- 
ductive facilities are not significantly 
larger than before the war; moreover, 
progress in agricultural production still 
lags seriously in many areas. World 
trade has grown as production has in- 
creased and has nearly regained pre- 
war levels but continues to be sustained 
in large part by grants and loans. The 
heavy import balances of most countries 
have been reduced as domestic supplies, 
especially of food, have increased, but 
serious dislocations of international 
trade persist and continue to necessitate 
import and exchange controls. The 
improved supply of food and other 
consumption goods has also had the 
effect of weakening inflationary pres- 
sures, but deflationary symptoms are 
appearing in a few important countries 
while inflation continues unchecked in 
certain areas. 

The output of world factories, farms 
and mines, which had already exceeded 
pre-war levels in 1947, advanced by 
more than 10 per cent in 1948, to reach 
a level for the year at least one-fifth 
above that of 1937. Both industry and 
agriculture shared in this advance. 
Agricultural production exceeded pre- 
war output for the first time since the 
end of the war, and industrial produc- 
tion was more than one-third above 
that of 1937. The substantial recovery 
of agriculture and industry in the de- 
vastated areas of Europe and, to a lesser 
extent, of the Far East largely account- 
ed for the gain recorded during the 
year. The high levels of economic 
activity in the United States, Canada 
and Australia were maintained or even 
somewhat raised during 1948. Stimulat- 
ed by high demand from the industrial 
countries, the production of primary 
commodities in Latin America, the 


ciprocal duty of the fulfilment of in- 
ternational obligations and refraining 
from provocative actions. But Secre- 
tary Stinson said in recognizing pro- 
visional governments of Argentina, 
Peru and Bolivia it is wise to act 
promptly in order that in the present 
economic situation our delay may not 
embarrass the reestablishment of nor- 
mal intercourse with the rest of the 
world. 


Middle East and Africa continued to 
expand, but production for the domestic 
market underwent some further con- 
traction from peaks reached in the war 
and early post-war years. 

The second half of 1948 and the be- 
ginning of 1949 represent a_ turning 
point in post-war economic develop- 
ments. For the first time since the end 
of the war, there was a reversal of the 
upward trend of prices, a check to the 
expansion of production and some in- 
crease in unemployment in a number of 
countries. 

The easing of supplies of food, raw 
materials and fuel was reflected in price: 
declines. During the latter part of 1948: 
or the first half of 1949, successive de-- 
clines occurred in prices for grains, 
cocoa, non-ferrous metals, timber, na-- 
tural rubber, fuel oil, cotton and wool. 
The drop in food prices was reflected 
in a tendency for the cost of living to 
level off and, in a few cases, to decline 
and was accompanied by relaxation of 
rationing and other controls. 

For the first time since the end of 
the war, there was a slight decline in: 
the index of world industrial production: 
during the first quarter of 1949. The 
index dropped 2 points from the peak 
reached in the last quarter of 1948 but 
was still 8 per cent above the corres- 
ponding quarter of 1948. ‘This decline 
was attributable primarily to the drop 
in United States production, which oc- 
curred as a result of a fall in effective 
demand caused by the weakening of 
some of the special post-war factors 
previously sustaining high levels of 
activity and employment. In addition, 
there has been a slackening of the rate 
of increase of production in a number 
of other countries. 

There has also been a limited increase 
in the number of unemployed in 
several countries although, with few 
exceptions, unemployment figures are 
still relatively low. Unemployment 
increased significantly in the early part 
of 1949 in certain European countries 
and in the United States. 

By the second quarter of 1949, infla- 
tionary pressures had weakened mate— 
rially in many areas of the world, and 
in a few countries, notably Belgium, 
the western zones of Germany, Italy 
and the United States, the problem of 
inadequate effective demand was aris- 
ing. Underlying these developments 
was the increase in the supply of con- 
sumption goods, especially food, and 
the reduction of pent-up demand, owing 
to the saturation of such demand and to 
the exhaustion of accumulated liquid 
assets by the mass of consumers. In 
some countries, there was also a notice- 
able slackening of private investment, 
especially in residential construction. 

The expansion of agricultural and 
industrial output in 1948 provided the 
basis for an enlargement of the volume 
of world trade. The quantum of world 
trade in 1948 advanced by about 4 per 
cent from the preceding year and was 
roughly equivalent to 95 per cent of the 
1937 volume. A considerable decline 
in United States exports from the peak 
reached in 1947 was more than offset 
by the substantial expansion of exports 
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of the rest of the world, the quantum 
of which registered an advance during 
1948 of nearly 18 per cent over the 
preceding year. As a _ consequence, 
trade deficits with the United States, 
which represented a serious problem 
for many countries, were considerably 
reduced during 1948. 

The reduction in import balances with 
the United States was made possible by 
increased supplies of goods in areas 
outside the United States and by the 
expansion of trade among soft-currency 
areas. The diversion of trade to soft- 
currency areas was achieved by exten- 
sion of bilateral trade agreements 
and by import and exchange controls. 
In some cases, agreements were of a 
long-term character designed to assure 
a large and steady volume of exchange 
of goods. The prices at which goods 
were traded among soft-currency coun- 
tries were frequently above world mar- 
ket prices. 

Thus far the possibilities of expand- 
ing trade among soft-currency countries 
have been realized to a limited extent 
only. Europe has not yet regained its 
pre-war importance as a supplier of 
goods to countries overseas. There is 
also scope for a considerable expansion 
of trade between the countries of east- 
ern and western Europe as a result of 
general European recovery. Serious 
difficulties, however, confront the Far 
East in recovering its trading position, 
which has been affected not only by 
internal disturbances but also by the 
development of new _ sources. of 
supply in other areas and by the pro- 
duction of synthetic and other substi- 
tutes for important raw material exports 
of Far East countries. 

Some countries are beginning to en- 
counter difficulties in expanding or 
maintaining exports, particularly of 
textiles and of durable consumer goods. 
This appears to be due to an increasing 
tendency in many countries to restrict 
imports of goods considered as non- 
essential, in order to conserve dwindling 
foreign exchange reserves. This factor, 
together with the larger supplies of 
consumer goods available for export, 
has resulted in increasing competition 
in international markets. 

It is not known how far declines in 
prices of raw materials may have affect- 
ed under-developed countries during 
1949. There are already cases in which 
declines in prices and demand for raw 
materials are necessitating some cur- 
tailment of output and exports. It is 
likely that declines in prices of raw 
materials, by turning the terms of trade 
against the under-developed countries, 
may add to their difficulties in continu- 
ing to finance a high volume of imports, 
especially in view of the reduction of 
foreign exchange reserves. 

In view of the difficulties facing 
both industrial and under-developed 
countries in maintaining and expand- 
ing trade, further measures are re- 
quired to expedite and co-ordinate re- 
gional efforts in this field. 


Basic problems are posed by the 
tendency of economic activity to level 
off. Specific measures, both national 
and international, to raise the world 
level of economic activity and to coun- 
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Balance of Payments Position in 
@ Far Eastern Countries 


There were two important changes 
in the postwar pattern of the balances of 
payments of Far Eastern countries as 
compared with prewar. (1) All coun- 
tries except the Philippines and Siam 
have developed large over-all deficits. 
Actually, the Philippines has a heavy 
deficit on trade account, but it is at 
present more than offset by special re- 
ceipts from the United States Govern- 
ment on the services account (Army 
and Navy expenditure, expenditure for 
war damage, veterans’ pensions, per- 
sonal disability claims, etc.). These 
receipts are not a normal or permanent 
feature of the Philippines economy and 
when, by about 1951, they disappear or 
considerably shrink, the Philippines 
also may well show a deficit on the 
aggregate current account. (2) While 
the services balances have generally 
tended to improve, the trade balances 
have turned heavily adverse. Indeed, 
it is the drastic turn in the trade bal- 
ances which has caused the over-all 
balances to be so adverse. 

Before the war, the normal position 
of the countries of the Far East was 
a deficit on non-trade account, covered 
by a surplus on the trade account. The 
deficit on non-trade account was chiefly 
due to the fact that the countries had 
absorbed a large amount of foreign 
capital of both rentier and entrepreneur 
type, for which annual payment for 
interest, dividends and amortization had 
to be made. They also depended largely 
on foreign countries for shipping, bank- 
ing and insurance services. On the 
other hand, they had very little invisible 
exports of their own. A merchandise 
surplus was necessary to pay for this 
deficit on non-merchandise account. 

China was an exception in this re- 
spect. China normally had an import 
surplus in spite of having absorbed a 
large amount of foreign capital. This 
was possible because of large remit- 
tances from overseas Chinese, an item 


ter possible recession, are required: in 
industrial countries, to maintain full 
employment and expand production; 
in under-developed countries, to or- 
ganise and direct their resources to- 
ward the acceleration of economic de- 
velopment. The problems of indus- 
trial and under-developed countries 
are closely inter-related and impinge 
upon one another in the field of inter- 
national trade. High levels of world 
economic activity would permit in- 
dustrial countries to continue import- 
ing a large volume of goods from 
under-developed countries, thereby 
enabling the latter to finance imports 
of capital goods and other essential 
commodities. The urgency of inter- 
national action to maintain full em- 
ployment and to promote economic de- 
velopment is accentuated by the ten- 
dency of economic activity to level off 
even though the world’s’ supply of 
goods is still inadequate to meet the 
requirements of the growing world 
population. 


of invisible export which the other 
countries of the Far East lacked. Japan 
also had an import surplus, which was 
more than offset by large earnings on 
shipping, banking and other services. 

The postwar picture is quite different. 
The deficit on non-trade account has 
continued but has generally tended to 
be smaller. This is because, although 
payments for certain items like ship- 
ping services have tended to increase, 
payments for certain other items like 
service of foreign capital have in gen- 
eral tended to fall. Regarding foreign 
enterprises operating in the Far East, 
their earnings have in general fallen 
because they have not yet been com- 
pletely rehabilitated. With political 
independence, Burma has repatriated a 
large part of foreign administrative 
personnel and so reduced current out- 
payments on that account. While for 
these reasons the size of the non-trade 
deficit has in most cases tended to fall, 
a striking change has taken place in 
the trade side of the account. What 
used to be an export surplus has, in 
almost all cases, turned into a heavy 
import surplus. It is because of this 
development that the aggregate balance 
has become so adverse. 

Apart from these two developments, 
another important change has been that 
most Far Eastern countries, in contrast 
to prewar, now have a large deficit 
with the United States. The balances 
on services account are not known, but 
the way in which the balances on trade 
account have generally turned from 
surpluses to deficits is shown below. 
The services balances are also likely to 
be generally negative, because the 
United States is today the world’s chief 
lender and ocean carrier. 


Merchandise Balance of Far Eastern 
Countries with the United States 
(in million US$) 


Country 1938 1947 1948 
BUENA pac) sGieee —3 — 4 — 57 
Chinage lgnn...toeae —27 —209 — 63 
Hongkong ..... —1 —37 — 59 
Indochina jy. .10 +4 — 21.3 — 21.2 
Indonesia. ..... +20 — 87 — 32.9 
Malayan Federa- 

tion & S’pore +88 +142 4125.9 
Philippines 0 —288 —231 
Siamic” : a csaeiiens —3 — 245 ait 


The adverse trade balance with the 
United States is a striking post-war 
phenomenon. Before the war, many 
Far Eastern countries individually 
normally had a trade deficit with 
Europe and a trade surplus with the 
United States, the United States surplus 
being used to pay for the European 
deficit. Since the war, the Far East 
collectively and most countries indivi- 
dually have had a considerable trade 
deficit with the United States. If cur- 
rencies were multilaterally convertible, 
the currency composition of the ac- 
counts would not matter. But the 
position at present is that while dollars 
(and other hard currencies) are con- 
vertible into sterling (and soft cur- 
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Balance of Payments on Current Account 


1938 
Interest 
Country Mer- dividends 
chandise and service 
Burma: sabe + 96 sti 
Chinady ainda wee — 94 + 107.4 
Hongkang ..... = 122 eis 
Indochina ...... + 26 — 32.5 
Indonesia........ +119 —169.7 
Malayal aes sh: + 13 ahs 
Philippines + 15 + 2.4 
Siamiee rae .04 + 33 — 84 


rencies), there is no right of unrestricted 
convertibility. Surpluses with other 
countries cannot, therefore, be used to 
settle any part of the United States 
deficit. From this point of view, the 
United States deficits may be said to 
be a better measure of the balance of 
payments difficulties of countries of the 
Far East than the global deficits. 

Malaya .and the Philippines have 
dollar surpluses. 

The deficits do not give a full idea 
of the Far East’s dollar shortage because 
dollar expenditure has been deliberately 
and drastically cut down in many cases, 
and most countries have hardly any 
sources of dollar income other than 
trade, and have little or no accumulated 
dollar reserves. 

What is true of individual countries 
is largely true of the Far East as a 
whole. However, it is difficult to mea- 
sure the position of the Far East 
accurately, because although the distri- 
bution by countries of trade transactions 
is known, the distribution by countries 
of interest, dividend and service trans- 
actions is not known. 

The prewar and postwar positions of 
the Far Eastern countries individually 
and collectively, in regard to merchan- 
dise balances with countries outside the 
region are shown below. Assuming that 
the bulk of the interest, dividend and 
services transactions of the countries of 
the Far East are extraregional, the table 
suggests that the Far East collectively 
had heavy over-all adverse balances in 
1947 and 1948. Forming part of this 
over-all deficit, the Far East also had 
a heavy dollar deficit. 

The position improved in 1948, some 
countries, notably China, India and 
Indonesia having reduced their mer- 
chandise deficits considerably. Never- 
theless, the large over-all and dollar 
deficits constitute one of the most dis- 
turbing features of the current econo- 
mic situation of the countries of the 
Far East. 


The fact that, quantitatively, both 
exports and imports are still generally 
below the prewar level means that 
‘countries are, on the one hand, finding 
it difficult to restore exports and, on 
the other, to finance necessary imports. 
Current dollar earnings are also very 
dificient. The position would not be so 
serious if the countries had large for- 
eign investments or balances on which 
‘to draw, but this is not the case. So far 
the deficits have been financed partly 
by depletion of limited gold and for- 
eign exchange reserves and partly by 
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1947 1948 
cae & Int t Interest 
Mer- dividends Mer- dividends 
Total chandise and service Total chandise and service Total 
3 — 5 ie A — 64 
+ 13.4 —267.8 + 78 —189.8 — 53 50 aye 
+e — 74 He a —126 ar ie 
— 6.5 — 71 a * — 94 aie As 
— 50.7 —152 —110 —262 — 43 oe 
a — 35 ig ss — 29 200 ae 
+ 17. —243.7 +198.7 — 45 —197.3 + 237.5 + 40.2 
+ 24.6 — 38.2 — 27.2 — 65.4 + 70.0 — 19.8 + 50.2 
Merchandise Balance of Far Eastern one of the most authoritative. The es- 


Countries with Countries Outside 


the Region 
(in million US$) 

Country 1938 1947 1948 
Burmas skies 20 —101 — 94 
China saeaits ok —lll —309 — 91 
Hongkong 30 —102 —160 
Indochina 2 — 76.8 — 83 
Indonesia ..... 56 —128 — 33 
Malayan Federa- 

tion & S’pore 148 160 — 23 
Philippines 22 —240 te 
Siam. «chisel — 3 —31l hs 

BOCAS ne sarecercus 183 —827.8 —484 


foreign loans and credits. But there is 
a limit to these methods beyond which 
stands the threat of external bankruptcy. 

It is difficult to explain how the deficits 
on current account have been financed. 
Broadly speaking, deficits have been 
financed by drawings on gold and for- 
eign exchange reserves and new foreign 
borrowing and _ grants. China’s net 
short term dollar assets, including offi- 
cial and private funds, decreased from 
$581 million at the end of 1945 to $189 
million at the end of 1947, and $167 
million at the end of November 1948. 
In the first six months of 1948, China’s 
official gold and foreign exchange hold- 
ings declined by about one half. 

The extent to which foreign loans and 
grants have flowed into the region since 
the war is indicated below. This table 
covers only grants and credits by gov- 
ernments and international agencies. 
Grants and credits on private account 
are excluded. The period covered is 
approximately 1 July, 1945 to 1 Novem- 
ber, 1948. 4 
Postwar International Grants & Credits 

(in million US$) 


Interna- U.S. Other 


Recipient tional govern- govern- 
country Total agencies ment ments 
Burma Bee Pay — 5 122 
Chingy an~. 1,959 927 «1,372 60 
Indonesia 143 — 104 39 
Philippines 280 10 270 _— 
Slanty snes 25 — 10 15 
2,611 589 1,786 236 

China 


Although no estimate of China’s bal- 
ance of payments is available for 1948 
several estimates are available for 1947. 
Of these, the estimate obtained from 
the Central Bank of China is given as 


timate reveals that, including unilateral 
financial transfers in the current ac- 
count, China had a deficit of US$189.67 
million on current account and that the 
deficit was met largely by depletion of 
government foreign exchange reserves. 
The capital account, however, showed a 
surplus of only US$138.34 million, the 
difference of US$51.33 million being 
unaccounted for. The credit figure of 
US$90 million for remittances (which 
compares with US$131.9 million in 
1937) is probably somewhat exaggerat- 
ed. The recorded amount, that is to 
say, the amount collected by the Cen- 
tral Bank of China and its agencies, 
was only US$18 million. 

Large unilateral receipts in kind have 
been a feature of China’s postwar in- 
ternational account. But for these gifts, 
the deficit on current account would 
certainly have been greater. 

The balance of payments position in 
1948 showed probably a reduced deficit. 
The merchandise deficit was appreci- 
ably less than in 1947. : 


Indonesia 
An estimate in broad terms of Indo- 
nesia’s balance for 1947 is given below. 
Indonesia’s Balance of Payments 
for 1947 
(In million guilders) 


; Credit 
Exports” s. Jere SS RO pate 338 
Services \225 GF SFr. RORee hee 138 
Investment Uiis eae Rea ae 16 
Credits. sane eee SR 342 
Draintiofscapital Saxa.ghee cee 427 

1,261 
Debit 

LViPOLtS ~whicass ccarsyaltnexetacinmeesehuehire 754 
SOGViCeS.  coruieyensaseuecinegsian a ais 387 
Interest and amortization ...... 48 
OURGENGNIIGS: Fo rsrssicra, sensed dere 72 
1,261 


Assuming that no amortization pay- 
ments are in fact included in the entry 
“Interest and Amortization,” and that 
“Other Entries” represent capital move- 
ments, total receipts and payments on 
current account come to be 482 and 
1,189 million guilders respectively. This 
means.a deficit of 707 million guilders. 
In 1946, Indonesia had a deficit of 297 
million guilders in merchandise, 112 
million in services and 50 million in 
investment yield, making an over-all 


1949 


793 


FAR EASTERN ECONOMIC REVIEW 


China’s Balance of Payments 1947 
(in million US$) 


A. Current Business Transactions 
I. Goods 


Exports (f.0.b.) & imports (c.i-.) 


Adjustment for smuggling and 


under-valuation 
Non-monetary gold 


II. Yield of investments 
Ill. Services 


Expenditure of students 


and 


tourists, film royalties, salaries 


of foreign staff, ete. ......... 
of United States 


Expenditure 
forces in China 
Diplomatic service 


Total A 
B. Unilateral Financial Transfers 


Personal and institutional remittances 


Total” B Wresee 2c «tapers: 


C. Capital and Gold 


Amount of foreign loans drawn upon 


Sale of securities by Chinese Govern- 


ment in United States 
Flight of capital from China 


Net official sale of foreign exchange . 


Total C 


Total for all Groups 


Errors and omissions .... 


Unilateral Transfers of Goods and 


Services 
(Not included in the above table) 
Received 

from Delivered 

foreign to foreign 

countries countries 
OINRBAS. (Facer 278.70 —_— 
Post-UNRRA: ©. ...% 5.00 —_— 
Surplus property ... 39.55 — 
Lend-Lease ....... 10.32 — 
MO¢ale 2% ...HewiXe sists 333.57 — 


total of 459 million guilders. The deficits 
were covered by large imports of 
capital on private and official account. 
The figures given for the two years 
are: on private account, 59 million 
guilders in 1946; on official account, 449 
million guilders in 1946 and 508 million 
guilders in 1947. There was an export 
of monetary gold of 59 million guilders 
in 1947. 


No balance of payments estimate for 
1948 is available, but the balance on 
merchandise account indicates a strik- 
ing recovery. Exports were 1,043.6 
million guilders and imports 1,039 mil- 
lion guilders, leaving an export surplus 
of 4.6 million guilders. The deficit on 
the invisible items apparently remained 
large, because an over-all deficit of 
417.6 million guilders (US$157 million) 
was expected for the year. The deficit 
was to be partly met by a capital trans- 
fer of US$84 million from the ECA 
allocation to the Netherlands. 


Credit Debit 
230.53 440.61 
57.63 110.15 
5.2 
288.16 555.97 
36.04 
40.00 31.82 
30.00 
22.00 26.00 
: 280.16 649.83 
90.00 10.00 
: 90.00 10.00 
49.49 
3.00 
50.00 
135.85 
188.34 50.00 
658.50 709.83 
51.33 


Dollar deficit has been a major part’ 


of the over-all deficit. In 1947 the 
merchandise deficit with the United 
States was 230.7 million guilders and 
in 1948, 87.6 million guilders. Before 
the war, Indonesia normally had a 
substantial export surplus with the 
United States. 


Siam 


Before the war, Siam was normally 
a large net exporter of merchandise to 
the United States and to the rest of the 
world. The export surplus, usually 
amounting to about 50 per cent of the 
value of total imports, covered a deficit 
in invisible items caused mainly by re- 
mittances of Chinese and other immi- 
grants to their relations abroad. The 
war altered this pattern. In 1946 and 
1947 the balance of trade and the bal- 
ance of payments were both unfavour- 
able. The 1948 estimate suggests that 
the old pattern is now returning, al- 
though perhaps the size of the mer- 
chandise surplus and the size of the 
services deficit will both be smaller. 

Siam’s balance of payments on cur- 
rent account in 1947 and 1948, follows:- 


Siam’s Balance of Payments for 
1947 and 1948 


(In million baht) 


1947 1948 

Credit Debit Credit Debit 
Merchandise 1,045.6 1,132.2 2,409.6 1,709.1 
Services .... 0.6 67.5 5.8 107.2 
Remittances ., 2.8 208.8 3.9 100.6 
(ero) (o WME aenriga — 295.2 _ 0.1 
Total | oc.ses 1,049.0 1,703.7 2,419.3 1,917.0 

Balance —654.7 502.3 


These estimates are incomplete in 
many ways. Services and Remittances 
include only receipts and payments by 
Government on such items as interest 
on foreign balances, service of foreign 
loans, remittances for diplomatic ser- 
vice, pensions, scholarships, etc. The 
only private remittances included are 
some payments for students’ expenses 
abroad for which preferential exchange 
rates are sought from the Bank of Siam 
and which are consequently known to 
it. The great bulk of receipts and pay- 
ments on private account, embracing 
interest and dividends on investments, 
expenditure of tourists, remittances by 
emigrants and immigrants, expenditure 
of foreign diplomatic establishments in 
the country, in short, most of the in- 
visible items, are excluded. Some of 
these items, particularly outward re- 
mittances by Chinese immigrants, are 
normally quite substantial in amount. 
The estimates also do not include any 
correction of merchandise figures for- 
smuggling and wrong valuation. In 
1948, if full account were taken of all 
invisible outpayments, the surplus 
would probably shrink considerably, if 
not disappear. 


Gold has been included in the account 
because gold movements were mainly 
of a merchandise character. It should 
also be explained that import and 
export figures given in the account 
would not agree exactly with figures 
given by the Customs because certain 
imports on government account, such 
as purchase of warships, are excluded 
from the Customs returns and the Bank 
of Siam’s figures relate to the year’s 
actual receipts and payments while the 
Customs figures relate to the value of 
imports and exports whether payment 
is made during the year or not. 

The currency distribution of the bal- 
ances is not known. On purely trade 
account, Siam had a negative balance 
with the United States in 1947. 


Information on capital movements is 
limited. The deficits in 1946 and 1947 
seem to have been covered partly by a 
depletion of foreign reserves and partly 
by foreign loans. Since the end of the 
war, Siam has received a total of US$25 
million in foreign loans, of which US$10 
million has been from the United States. 
The balance was a rupee loan by India, 
which has already been repaid. 


The Philippines 


Estimated Philippine balances of pay- 
ments show that United States Govern- 
ment expenditure has been the main 
balancing factor in the Philippine 
balance of payments, alone making 
possible the heavy deficit on merchan- 


dise account. During 1947 and 1948 
the Philippines received, in property 
transfers and cash payments, aid 


amounting to US$500 million from the 
United States Government. So long as 
this large source of dollar income re- 
mains, the Philippines is not likely to 
have any balance of payments difficulty 
or dollar problem. However, according 
to projections made by the Joint 
Philippine-American Finance Corpora- 
tion, .income from this source will 
largely dry up by, 1951. The pattern 
of the Philippine balance of payments 
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Railway, Water, Road & Air Transportation 
In the Far East 


In most of the Far Eastern countries 
the railroads carry the bulk of internal 
traffic, both passenger and freight. In- 
land waterways and coastal shipping 
also carry a substantial part. Highway 
traffic is relatively small; so also is 
civil aviation, although developing at a 
phenomenal rate. The war resulted in 
great destruction of both railroads and 
ships. Intense utilization and inade- 
quate replacement and maintenance 
characterized the transport systems of 
all countries in the Far East. Since the 
end of the war, substantial recovery 
has been achieved but inadequate trans- 
port facilities continue to limit economic 
expansion. Although there is produc- 
tion of wooden vessels throughout the 
region, there is, except in Japan, little 
capacity to produce the larger vessels, 
vehicles, rolling-stock, etc., and conse- 
quently recovery and expansion of 
transport systems must rely largely on 
imports from Europe and America. 


Railway Transport 

All Far Eastern countries suffered 
severe physical damage to their rail 
transport system during the war. These 
countries have since been attempting to 
restore their railways, but even in 
China, where UNRRA and post-UNRRA 
aid provided substantial equipment and 
materials and technical expert services, 
rehabilitation has been slow. Unsettled 
political conditions have frequently in- 
terrupted rehabilitation work, particu- 
larly in Burma and China. Civil dis- 
turbance has also caused actual 
destruction of repaired sections of lines. 
In Siam, the Philippines and Malaya, 
shortages of materials, equipment and 
technical personnel have been the main 
obstacles to adequate restoration of 
capacity. 


In general, over three years after the 
end of the war, orewar lines have not 
been fully restored. Even the present 


is almost sure to change thereafter, as 
it will be extremely difficult, if not im- 
possible, to maintain imports at the 
present high level. The Philippines has 
substantial dollar reserves, which, with 
the establishment of the Central Bank 
and the modification of the 100 per 
cent reserve system of the currency, 
may be freely drawn on, but it is 
doubtless judged desirable to conserve 
an adequate part of them for obtaining 
development goods as and when they 


become available, rather than spend 
them immediately on consumption 
goods. At the end of 1948, therefore, 


after years of free trade unhampered 
by licences and exchange controls, the 
Philippines adopted an import control 
law restricting importation of relatively 


non-essential goods. The two main 
objects of the control scheme are to 
conserve foreign exchange for more 
essential imports and to give necessary 
protection to home industries. 

The normal prewar pattern of the 
Philippine balance of payments was a 
deficit on invisible items, which was 
more than offset by a surplus on mer- 
chandise, leaving an over-all favourable 
balance. This favourable balance went 
largely to increase the dollar reserves 
of the Philippine Government, although 
a small part of it also went to increase 
the foreign investments of Philippine 
residents. The postwar pattern of the 
balance is just the reverse, a heavy 
merchandise deficit offset by a surplus 
on invisible items. 


Philippine Balance of Payments for 1947 and 1948 
(In million pesos) 


1947 1948 
A. Current Business Transaction Credit Debit Credit Debit 
TEGOOUS tere stretitte see eit ioc o's 531.0 1,022.7 645.0 1,054.0 
(eT) (6 ieee acncnatas Sinaueira ing er yo ROG 4.5 14.5 
II; Yield of investments .......... 22.4 25.5 6.5 5.0 
III. Services: 
United States Army and Navy 
EXPENGILUTES or ceo temic sicie © 483.5 623.0 
Pensions to war veterans, etc. .. 52.0 
Freight, insurance, tourist and < 
diplomatic expenditure, etc. .. 45.9 151.0 33.5 148.0 
B. Unilateral Financial Transfers 
Remittances of emigrants and immi- 
(ETS GIS CGA Gt OO a:agia UNOS 30.0 100.0 30.0 65.0 
Other United States Government 
expenditure. (iprisacnwessee aoe 40.1 
—DotalwAdand Ua drei «less 1,209.4 1,299.2 1,352.5 1,272.0 
C. Capital and Gold 
Loans, refunds and transfers under 
Surplus Property Agreement ..... 212.7 18.0 
Contribution to Fund and Bank 
Amortization of capital and other 
DAY. DIGITS me arars cisieieieiets eines ahtvakaye ie) 56.0 21.0 
Ota pall, GLOUDSwiaevecepnaiers sraitiin oie 1,422.1 1,355.2 1,370.5 1,293.0 
Wnaccountede er in asiie sie crerserea 6 66.9 77.5 


Note. There was a receipt of UNRRA supplies of the value of 3 million 


pesos in 1947. 


degree of restoration has often been of 
a temporary character; for example, 
where lines and bridges have been 
partially rebuilt in order to allow traffic 
to move. As a result, there are constant 
breakdowns and interruptions. Short- 
ages of rails, accessories, steel, cement 
and other fixed installations prevent 
rehabilitation of lines. There is a gen- 
eral shortage of iron and steel, both 
from local regional sources as well as 
from outside the region, so that the 
manufacturing capacity in China and 
Japan and local workshop facilities 
cannot be fully utilized. Railway en- 
gineering workshops, for lack of 
replacement of tools, equipment, acces- 
sories and parts, are heavily over- 
burdened. 


Length of Railway Lines 
(in kilometres) 
1938 1947-48 


Burma . | foicd ears 3,301 2,486 
China (excl. Manchu- 

fia, Taiwan)” “ceeds 11,604 8,507 
Hongkong “iis sscsoeme 36 36 
Indochina’ ste sees 3,016 1,236 
Indonesia=~ Fees essen 7,400 7,400 
Japan O..2e..cee ene 24,441 25,678 
Malay all ve ewes ee 1,718 1,281 
Philippines ate a Peer 1,141 868 
Slain; ws Mose ee wee, Mote 3,210 3,274 


On account of civil war, China had to 
abandon much repair and reconstruction 
work on lines and_ bridges in North 
China and later in Central China. Al- 
though ECA grants of US$15 million 
were made in 1948 for the rehabilita- 
tion of Canton-Hankow, Chekiang- 
Kiangsi, Peiping-Tientsin and Taiwan 
railways, some of these projects have 
been interrupted or delayed. In Indo- 
china, where the permanent way has 
been severely damaged, trains must run 
very slowly; civil unrest is seriously 
hampering rail rehabilitation and caus- 
ing constant interruptions and damage 
to the lines. The line from Haiphong 
to South-west China, which used to 
carry considerable traffic, is virtually 
out of use. In Burma and Siam also 
the rate of rehabilitation is slow. In 
Malaya about 75 per cent of the prewar 
route mileage is now open to traffic. 

The over-all rolling stock position 
continues inadequate for the needs in 
the Far East, particularly in view of the 
decline in inland coastal watercraft 
capacity and the deterioration of road 
vehicles. Except in Japan, rehabilita- 
tion and restoration of rolling stock is 
primarily dependent on imported loco- 


motives, wagons, coaches and acces- 
sories, _Japan’s capacity to produce 
these is still under-utilized, but its 


ability to meet in part the demands of 
Asian countries depends on resumption 
of trade. Foreign exchange shortage 


restricts imports from this an 
sources, Ss See 


Needs for maintenance of existing 
rolling stock have increased consider- 
ably on account of the over-age of 
vehicles now in use. The percentage of 
over-age locomotives is high, varying 
from 12 to 25 per cent. The percentage 
of over-age passenger and freight cars 
is also higher than prewar. 
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The work of maintaining existing 
rolling-stock is partly dependent on the 
quality and volume of services rendered 
by the railway and engineering work- 
shops, which themselves suffered con- 
Siderable damage and overwork during 
the war. The present inadequacy of 
machines and machine tools and of 
skilled labour seriously handicaps nor- 
mal servicing by the shops. The time 
involved in servicing and repairing is 
greater and the breakdown of rolling- 
Stock is more frequent. Shortage of 
imported spare parts and accessories 
results in rolling-stock being kept in use 
which would ordinarily be sent for 
repair. 


Number of Locomotives in use 
1938 1947-48 


BSUTINA Boke casersas.s 360 271 
China (excl. Manchu- 

mia, Taiwan): -.0.<. 1,339 ral ak 
LON gIONE W.. 6 6668647 17 17 
HM OCH Ing Me cai sisltets 210 122 
TAAORESIA | penis ois & <arele cee 1,004 — 
UES eae 4,735 6,283 
paalayaeen... 48. 20.268 173 225 
Philippines. .5....606 e 178 90 
paain Bee. SRT 207 335 


The number of locomotives is below 
prewar in Burma, Indochina, and the 
Philippines. Increases are reported by 
China, Malaya, Siam and Japan. 

_ The number of freight wagons has 
increased in China, Japan, Indochina 
and Siam. Countries reporting decreases 
include Burma, Hongkong, Malaya and 
the Philippines. The number of pas- 
senger cars in the Far East has declined 
except in China. 
Number of Passenger and Freight Cars 
Passenger cars Freight cars 


1938 1947-48 1938 1947-48 
BUIMA 2.0 ees 893 293 9,084 7,971 
China?! 2.0.63 2,476 4,172 17,294 37,283 
Hongkong... 44 17 134 48 
Indochina 438 205 2,123 2,296 
Indonesia: 2,866 — 22,959 —_ 
SAPAN io vcicss 12,286 11,709 87,373 107,716 
Malaya ..... — 199 5,000 3,884 
Philippines 397 310 2,427 2,088 
ATA ah occicteie 322 296 3,812 5,392 
In Malaya, passenger traffic is cur- 


.rently one-third of the 1939 level. In 
Burma, Indochina and the Philippines, 
it is less than prewar. On the other 
hand, in many countries, particularly 
Siam, China and Japan, pressure of 
passenger traffic has increased consider- 
ably. In Japan, fur example, while the 
average length of trip per passenger 
shows little change, the numbers carried 
have increased by 150 per cent. 

Except in Malaya, where there has 
‘been an increase of 5 per cent in freight 
ton-miles over 1939, freight traffic is 
generally below levels. In Burma, 
freight traffic in 1948 was only 47 per 
cent of prewar. In China freight ton- 
kilometres in 1947 were somewhat less 
than prewar, and in Siam freight ton- 
kilometres in 1947 were only 30 per cent 
.of prewar. The transportation bottle- 
necks and inadequacies are important 
factors in the current low levels of ex- 
ports of rice from the surplus countries 
of South-east Asia—Burma, Siam and 
Indochina. 

The Japanese system is currently 
carrying an average of 8.7 million tons 
of freight per month. Passengers carri- 
ed in Japan are 270 million per month. 


Water Transport 

Except in countries which continued 
to be affected by civil disturbances, 
water transport for both foreign and 
domestic trade showed an increase in 
1948 as compared with 1947, but was 
still much below prewar. 


Monthly Entrances of Vessels with 
Cargo in Extenal Trade 


(thousand net registered tons) 


Prewar 1947 1948 

Entered Entered Entered 
China Pesca. 1,480 838 905 
Hongkong — 188 186 
Malaya 1,354 789 946 
Siani eens. 2 70 43 68 


Water-borne cargo traffic in domestic 
trade—coastwise, interinsular, or river 
—generally showed signs of increase in 
1948 as compared with 1947. 

In China the distance covered by river 
lines for steam vessels increased from 
39,480 kilometres in 1947 to 52,180 in 
1948, and the tonnage of vessels from 
1.04 million to 1.13 million tons, How- 
ever, on account of civil war and the 
diversion of shipping to military opera- 
tions, the volume of traffic remained 
more or less unchanged. Passenger traf- 
fic averaged 294 million passenger- kilo- 
metres monthly in 1948, as compared 
with 290 million in 1947, while goods 
traffic averaged 1,106 million ton-kilo- 
metres monthly as compared with 962 
million in 1947. 

In Burma, inland water craft used to 
carry more freight, though fewer pas- 
sengers, than railways. Three-fifths of 
the gross tonnage of vessels, however, 
was lost during the war, and in 1947 
gross tonnage amounted to 47,480. In 
1948, gross tonnage was further reduced 
to 45,940. On 1 June, 1948, the Inland 
Water Transport Board was established 
to nationalize all enterprises in the field. 
It took over the operations of the Irra- 
waddy Flotilla Company which, before 
the war, had handled practically all 
public carrier traffic in Burma, and 
which since 26 January, 1946 had under- 
taken operations on behalf of the 
Government, reportedly at a loss. 

Of countries whose shipping in domes- 
tic trade increased in 1948, Japan was 
the most notable example. The aver- 
age monthly cargo shipment in coastal 
trade carried in Japanese-owned vessels 
increased to 3.6 million tons in 1948 
from a total of 2.4 million tons in 1947 
and only 1.5 million tons in 1946. 

In Indonesia, half the inter-island 
fleet was lost during the war. Replace- 
ment by suitable types of ship will be 
necessary and it is reported that large 
orders for these have been placed by 
private shipping companies. The inter- 
island shipping freight increased from 
279,900 tons for the first quarter of 1947 
to 510,600 tons for the first quarter of 
1948; during the second quarter, it rose 
further to 640,700 tons. 

In Malaya, total tonnage of merchant 
vessels of over 75 tons increased from 
41,000 in October 1947 to 60,000 in 
October 1948. 

The inland water craft tonnage in the 
Philippines increased from 157,000 in 
1947 to 278,000 in 1948. In Indochina, 
the prewar fieet of 373,000 tons, mostly 
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wooden craft, increased to 422,000 tons 
in 1948. 


Air Transport 

Conditions in the Far East tend to 
favour development of air transport. 
Surface transport is relatively undeve- 
loped and in many cases disrupted, dis- 
tances are great, and the terrain is in 
many places so_ difficult as to render 
surface transport prohibitively slow and 
expensive. The capital cost of institut- 
ing air services, at least with the smaller 
types of transport aircraft, is far less 
than that of establishing surface trans- 
port systems. On the other hand, tech- 
nical requirements for personnel, flight 
equipment and ground installations are 
exacting. 

The ability of air transport to compete 
as a regular carrier of passengers and 
mail, even against well-developed forms 
of surface transport, has already been 
demonstrated throughout the world. Its 
ability to compete as a carrier of freight 
depends on_ special circumstances, 
among which difficulties of terrain are 
important. Where a destination is diffi- 
cult of access by reason of mountainous 
or other features, it may often be found 
that air transport is an even cheaper 
means of carriage than primitive sur- 
face transport. 

In the appended table is shown the 
development of air transport in four 
Far Eastern countries. The figures re- 
late, in general, only to scheduled air 
services of civil airlines registered in 
the countries concerned. In drawing 
conclusions from these figures, it must 
be remembered, first, that in the Far 
East, as in other parts of the world, 
there has recently been a considerable 
development of non-scheduled charter 
and contract air services; second, that 
most air services were operated on a 
military or semi-military basis during 
the war, and that some are still being 
so operated; third, that much of the air 
transport is provided by airlines based 
outside the area. Some idea of the 
potential development of air transport 
in the Far East may, however, be ob- 
tained by comparing the figures for 1937 
and 1947. 


Distances Flown by Scheduled Airlines, 
1937-47 


(thousand kms) 


(Annual totals for scheduled air services 
registered in each country) 
Philip- 

Japan pines Siam 


conditions and a rising standard of liv- 
ing, air transport should be able to show 
at least as rapid an expansion in the 
next decade. 

In China the volume of traffic during 
1948 expanded more rapidly than the 
facilities to handle it. While the number 
of planes increased from 84 in 1947 to 
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ECONOMIC NEWS FROM THE UNITED STATES 


By E. Kann (Los Angeles) 
(Special to the Far Eastern Economic Review) 


s 

Gain in Wages and Buying Power 

Representative Gwinn (Republican, 
New York) recently dealt with 10 
years of New Deal and Fair Deal and 
charged that the common man, accord- 
ing to official figures published by the 
Bureau of Labour Statistics, is now 
not better off than he was a decade ago. 
The controversy naturally is inaugurat- 
ed by the difference in political views; 
in this case by the opposition to the 
democratic Administration. Neverthe- 
less, what Rep. Gwinn told his consti- 
tuents is not empty talk. His assertions 
culminate in the view that the wage 


and price race has proved a merry-go- 
round, with the average wage earner 
falling a little behind. 

According to official figures the 
average weekly earnings in manufac- 
ture were $23.86 in July, 1939, as 
against $53.66 in 1949. On this basis 
earnings in 1939 for 52 weeks were 
$1,240.72, as compared with $2,790.32 in 
1949. However, the only tax in 1939 
was the 1% Social Security Tax, which 
would be $12.41 on the 1939 income, 
leaving a net of $1,228.31. Since then 
the dollar has, in terms of buying 
power, depreciated to 50 cents. 


cn 


88 in 1948, the monthly volume of pas- materials in Japan, the highways in 


senger traffic rose from 19.3 million to 
37.7 million passenger-kilometres. As 
compared with 1937, the growth in 
Chinese civil aviation has been very 
rapid. In terms of monthly averages, 
the volume of freight and mail traffic 
between 1937 and 1948 has increased 117 
times, while that of passenger traffic has 
increased 26 times. 


Average Monthly Civil Aviation 
Statistics in China 


1937 1947 1948 

No. of planes ........ 29 84 88 
Length of operating 

lines (thousand km.) 9 78 86 
No. of passengers 

(thousands) ........ 1,92 24.75 53.44 
Freight & post traffic 

(thousand tons) ... 036 3.02 4.88 
Passenger-kilometres 

(muon) wissitcases 1.44 19.26 37.73 
Ton-kilometres (million) 028 2,33 3.82 
Road Transport 

As compared with prewar, postwar 


data point to an increase in the length 
of highways of all types in China, the 
Philippines and Siam, and a decrease in 
Burma, Indochina and Japan. China 
built a number of new highways during 
the war to meet emergency needs after 
railways and waterways had been occu- 
pied by the Japanese. New roads have 
been built, since the war, in the Philip- 
pines and Siam. On the other hand, 
Owing to postwar disturbances in Burma 
and Indochina and to lack of building 


these countries were reduced in length. 


Length of highways (in kilometres) 


Country Prewar 1947 1948 
Burma 27,463 13,409 — 
China 109,000 131,466 131,912 
Hongkong .. — 644 624 
Indochina .. 27,750 26,000 —_— 
Indonesia 65,000 —_ — 
Japan 939,593 919,621 — 
Korea, South — 14,267 a= 
Malaya 

Federation 

of Malaya a 10,444 —_— 

Singapore . — 449 — 
Philippines . 19,175 24,659 23,850 
Siam ke eck 4,466 6,280 — 


The number of registered motor 
vehicles showed a decrease of about 2 
per cent compared with prewar owing 
to wartime losses and postwar foreign 
exchange shortage, and in spite of sup- 
plies to certain countries in the region 
through UNRRA, ECA, SCAP and other 
sources. Numbers increased in Malaya, 
the Philippines and Japan, but decreased 
in China, Indochina and Indonesia. 
Registered vehicles were distributed as 
follows: Japan 129,500; Philippines 
73,600; China 56,000; Malaya 41,800; 
Indonesia 24,600, Hongkong 6,600, and 
Indochina 1,700. 

Before the war, commercial vehicles 
constituted only about 39 per cent of 
the total, whereas currently they repre- 
sent about 54 per cut. 


Number of Registered Motor Vehicles 


—_—_——  SSSSSSSSSSSSSSSSSS 


Passenger cars 


Commercial vehicles 


Country Prewar 1947 1948 Prewar 1947 1948 

Chinas ackheeaate 46,980 20,374 17,655 35,650 — 
Hongkong ....... oe 4,309 — 2,338 — 
Indochina: vinaies sa: — 738 — 985 — 
Indonesia. -Awacie<: 48.014 12,500 20,408 12,136 _ 
DADANP OC insidisines-caces 35,170 19,985 21,303 77,846 89,135 108,214 
Korean ansaitictinas 5,047 3,498 3,947 9,955 — 
Malaya 

Federation of 

iMalaya <2...) 20,452 15,612 6,524 12,627 —_— 

Singapore ...... 11,028 8,000 2,836 5,520 — 
Philippines ...... 34,000 21,966 28,823 21,200 38,244 44,789 
Siam Dest ce 4,447 = : 


4,684 ars side 
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The federal taxes on the income of 
$2,790.32 are $334.20, which would 
leave a take-home pay of $2,456.12. If 
the 1949 take-home pay is divided by 2 
to get the 1939 purchasing power 
equivalent, the 1949 take-home pay in 
terms of 1939 dollars is $1,228.06. 

The Bureau of Labour Statistics re- 
ports the index for wholesale prices in 
July, 1939, was 75, taking the year 1926 
as 100. The wholesale price index for 
1949, on the same 1926 basis, is 153.5, 
or more than double. 

Comparative cost of typical food 
items, according to the Bureau of 
Labour Statistics, for 1939 and 1949 is 
as follows: 


Item 1939 1949 
10 pounds sugar .......... $ 56 $ 977 
25 Pours SIGUE ats abreisiciss sie 914 1.92 
1 pound corn meal ...... 0266 0571. 
1 pound white bread .... .0878 141 
1 pound round steak .... .279 -776 
1 pound pork loin ....... .262 667 
Tspound butter 22 ...cicc5.< 344 715 
1 pound coffee .......... 215 635 
Cost of 41 pounds of food $2.6884 $5.8881. 
Increase in cost of 41 pounds of 
staple foods is 119%. 
Additional comparative costs for 


family items, according to the Bureau 
of Labour Statistics, follow: 


Item 193. 1949 
Overalls; ‘pait , 27325,..030 e5- ¢ *222 $ 2.95 
Cotton work shirts, each .. 10 1,75. 
Men’s work shoes, pair .. 247 5.96: 
Women’s shoes, pair ...... 2.41 5.07 
Musiin; “yard. i. ifote ast ne at .28 
Soft’ coal,ton. i ssissecoe0. 8.12 14,70 
Axminster rug, 9 x 12 .... 31.60 67.50 
Dining tables, 42” x 52” .. 17.90 49.80 
2 =x 4 lumber, thousand : 

board: feet (iiicestaceene 42.20 103.00 
Common brick, 1000 ...... 21.40 40.60: 
House paint, gallon ....... 2.91 5.02 
Barbed wire, spool 80 rods 3.40 7.27 
Electric sewing machine .. 67.40 161.00 

Total cost 13 items .... $201.84 $464.90: 


Increase in cost of 13 items is 130.3%. 


American Investment Funds 


There exist in this country a number 
of substantial investment organizations 
which make it their business to invest 
in stocks and bonds under the guidance 
of experts. Many an investor, es- 
pecially if he is domiciled abroad, has 
not got up-to-date information about 
business conditions and prospects of 
American corporations. Investing in 
individual stocks is at all times difficult 
and risky. Out of this idea was born 
the Investment Trust institutions. These 
operate under conservative management 
not only with expert knowledge, but 
enjoy the great advantage of a very 
wide diversification in their invest- 
ments, thereby insuring continuity of 
dividends which, if one buys an indivi- 
dual stock, are by no means assured. 
In brief, the participant in Investment. 
Funds becomes a shareholder in the 
respective Trust Co., and it is the latter 
which effects the actual investments in 
wide diversifications. True, in the end 
the investor participates in paying over- 
head expenses of the Trust Co.; how= 
ever, the latter is supposed to provide 
compensation through conservative ex- 
pert management and a steady flow of 
dividends which, though often smaller 
than in cases of direct investments, are: 
continuous. 


1949 
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In order to further illustrate the aims 
‘and purposes of Mutual Fund invest- 
ments some relevant passages from their 
prospectuses are being cited here. 
However, the writer should like to make 
it plain that he personally is in no way 
interested as dealer, agent or advisor. 


The Bullock Fund, Ld. explains: 
“Generally speaking, an Investment Co. 
is a trust engaged in the business of 
managing investments for other peopie, 
the owners of its shares and bonds. Its 
assets, instead of being in the form of 
il wells or rolling mills or freight cars, 
are composed of stocks and bonds of 


other companies. The investment com- 
pany undertakes to manage these asse‘s 
for the benefit of its own shareholders. 
By owning shares of stock in an invesi- 
ment co., the investor participates in 
the ownership of all the profits which 
are the fruits of the company’s man- 
agement. The list of securities (held by 
the Trust) is never static. It is under 
constant supervision and in constant 
change. The diversification and pro- 
fessional supervision provide elements 


of protection in an investment program 
which_the investor of average means 
can scarcely hope to duplicate indivi- 
dually. If the investment company did 
not exist, only a multi-millionaire could 
afford to set up an organization com- 
parable to that of Calvin Bullock to 
manage his private list of securities.” 


Among the salient features Bullock 
Fund, Ld. cites the following: Share 
certificates are registered in the name 
of the holder; they are readily trans- 
ferable and redeemable at asset value. 
The holder has voting power and elects 
the board of directors. Securities and 


cash are deposited with a bank as 
custodian for the trustee. Dividends 
are payable quarterly, when detailed 
reports also are sent to shareholders; 
these reports are audited. 

It should be pointed out that, accord- 
ing to American laws 30% from 
dividends is deducted and retained as 
federal tax from holders who are not 
domiciled in the United States. This 
applies to holders of individual stocks, 
or to participants in Investment Funds. 
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Other Investment Funds 

There are numerous other investment 
concerns functioning in the United 
States, as for instance, the Union Ser- 


vice Corporation. This concern is 
supported by and operated for the 
following participating companies: 


Broad Street Investing Corp., National 
Investors Corp., Whitehall Fund, Inc., 
Capital Administration Co, Ld., Selected 
Industries, Inc., Tri-Continental Corp., 
Globe & Rutgers Fire Insurance Co,, 
whose combined net assets (as of June 
30, 1949) were $157,116,000. Needless 
to say, the combining of these concerns 
save many expenses, especially as re- 
gards the absolutely necessary and 
otherwise costly research department. 


Another investment concern is Eaton 
& Howard Balanced Fund. The said 
firm gives in percentage figures its 
holdings as of September 30, 1949, when 
it had invested in: 


% 
U.S. Government Bonds ........ 1.4 
Corporate) Bonds “yf ws. scm siniclele 12.5 
Preferred StOcKSi., rec oclontere eters 19.5 
Gommon Stocks tae siereis sts stereene 59.6 
Cash) wisvelscfecettrsie svetneve ete cys iayerste rls 1- 
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In its prospectus the firm of Eaton & 
Howard Balanced Fund explains the 
main features of its line of business, 
which it calls a conservatively managed 
mutual investment fund. The latter is 
owned pro rata by many stock holders, 
rather than by a single wealthy indivi- 
dual. The Fund’s shares may be 
bought or sold any day, in any amount, 
without affecting the price. In the 
form of a single security it provides 
advantages normally available only to 
wealthy individuals and _ institutions, 
namely (1) an ample diversification of 
investments, and (2) the full-time ser- 
vices of a professional organization of 
investment managers. Such undertak- 
ings require full-time efforts of a train- 
ed and experienced organization, as 
well as security analysis. It also re- 
quires extensive contacts in industrial, 
banking and related fields. Eaton and 
Howard’s prospectus states that it has 
paid dividends for 68 consecutive quar- 
ters, the one for 1948 having been $1 
a share. From the inception of the 
Fund to March 31, 1949, the value of 
the share increased from $15.48 to 
$24.28. The reader is informed that in 
the course of the past five years the 
Fund has increased from $7,000,000 to 
over $40,000,000; the number of share- 
holders increased from 1,500 to over 
10,000. The Trustees and managers, and 
members of their respective families, 
own for investment shares of the Fund 
having a value in excess of $1,600,006. 

Other such Investment Trusts operat- 
ing in the United States are the Funda- 
mental Investors, Inc., the Fidelity 
Fund, Inc., the Broad Street Investing 
Corporation, etc., most of these having 
their main office in New York. 

One of the West Coast representatives 
of American Investment Funds is Mr. 
Walter Aufhauser, 1385 Westwood 
Boulevard, Los Angeles, 24, Cal. I feel 
confident that inquiries regarding this 
problem will have Mr. Aufhauser’s 
eareful attention. I have no doubts 
that he will answer such further ques- 
tions which individual parties may 
address to him direct. 


Coffee 


Actually coffee has become one of the 
necessities in the United States. In 1948 
this country imported 21,000,000 bags 
(@ 132 Ibs.), an all-time record. All 
Europe planned to import during 1949 
about 7,750,000 bags of coffee, while 
the rest of the world’s consumption is 
figured at 3,750,000 bags. Total require- 
ments for 1949 have swelled to 32,500,- 
000 bags of coffee, which is about 
2,000,000 bags above the projected har- 
vest. However, existing reserve stocks 
are deemed sufficient to make good the 
difference. 


Early this year drought and severe 
wind storms supposedly spoiled the 
Brazilian coffee crop to the extent of 
50%. Guatemala, another producer, 
suffered from severe floods which des- 
troyed about 20% of a normal crop. 
Availing themselves of these accidents, 
Brazilian dealers stopped selling, caus- 
ing the price spiral to go into action. 
In August this year the price of green 
coffee in Sao Paolo, Brazil, was 27 US 
cents a pound. Now it stands at 67 
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Shanghai’s Reaction to the Rule and Doctrine 
of Communism 


By Alberto da Cruz 


Seven months after the Communist 
occupation of Shanghai the broad sweep 
of its advent has begun to affect the 
pulsation of the city’s life. Shanghai 
is shedding her familiar charac- 
teristics of the past in a real effort 
to join the rest of the country in the 
construction of a classless society, free 
from social injustice and economic 
exploitation. Her people, once notori- 
ously individualistic and self-centred, 
are finding the appeal of Mao Tse-tung 


cents. In America one could witness 
housewives, in a reversion of wartime 
hysteria, clearing out retailers shelves. 
Similar scenes were witnessed recently 
in Belgium, People in this country talk 
about coffee rising to $1 a pound. But 
actually the situation is not so. bad, 
provided the public calms down. 


Dynel 

This is to be the trade name for a 
new textile product, to be placed on the 
market by the Union Carbide & Carbon 
Corporation, the 37th largest American 
industrial company as regards turnover. 
Comparatively few people who buy the 
company’s consumer products (Prestone, 
bakelite, every-ready batteries) know 
that these goods are connected with the 
Union Carbide Co. Recently the concern 
announced that it is now entering the 
field of textile fibers on a large scale. 
The new product will appear under the 
trade name of dynel, without indication 
of the manufacturer’s name. 

The company had been experiment- 
ing with synthetic fibers since 1937, 
when it brought Vinyon on the market. 
However Vinyon was not a success and 
could not compete with nylon, because 
it started to soften at 150 degrees 
Fahrenheit. Now Union Carbide Co. 
improved Vinyon, so that it has a soft- 
ening point above boiling water (212 
degrees). Furthermore, it owns the 
extraordinary quality of curling under 
heat treatement in imitation of animal 
fibers. The new product is called dynel. 

According to “Newsweek” dynel, 
when made into blankets, will go into 
an automatic washer without shrinking. 
It is said to be mothproof, will not be 
affected by mildew and will not burn. 
Experiments have shown that socks 
worn by men are better for foot-care 
then wool. Carpets and draperies are 
being made from dynel. 


Air Line Profits 


One was accustomed to hear of com- 
mercial air lines closing the year in the 
red; however, results for 1949 will 
reach an all-time high. The big four 
(American Airlines, Eastern Air Lines, 
TWA and United Air Lines) are expect- 
ed to show a net operating income for 
1949 of about $55,000,000, compared 
with $33,966,000 for 1948 and $12,938,- 
000 for 1947. Turbopropelled (called 
turbojet) transport planes can be ex- 
pected in the air in from five to seven 
years. 


for a concrete and positive programme 
of socialist advancement almost im- 
possible to resist. 

No one can understand the full force 
of this appeal who does not realize that 
particularly since the end of the war 
with Japan the people of Shanghai were 
thrown into one economic confusion 
after another. For them, democracy as 
exemplified by the example of the 
Kuomintang, is dead. 

The working classes of China’s largest 
port, whom four years of misrule have 
sunk into a despair of vacuity and. 
futility, are seeing in the Marxist gospel 
not merely an economic theory. They 
are learning to regard it as a world 
view, a philosophy of life. Democracy 
appears to them to provide nothing 
broad enough to minister to their basic 
human needs. It was given the oppor-. 
tunity, but it missed the chance. 

Communism, on the other hand, has 
risen like a meteor flashing across the 
economic sky, offering them a great and 
immediate hope of freedom from their 
troubles and the betterment of their 
estates. 

* * / 

When the Communist Army entered 
Shanghai in May it encountered a 
situation of confusion, misery and hope-: 
lessness. It thus found a fertile field 
for its aggrandizement, and quickly 
sought by propaganda, direct and in- 
direct, to dominate where it can and. 
to paralyze where it cannot immediately 
dominate. 

The first flush of its success came as: 
a result of the failure of the Nationalists 
to live up to the ideal created by the 
victory over Japan. Despite regimen- 
tation in a rigidly organized society, 
subordination of the will of the masses. 
is being almost voluntarily achieved. 
Individualism, so characteristic of the 
Shanghai population, is being abandon- 
ed in the face of the insistent clamour 
that Chinese society as a whole is 
superior to any of its individual mem- 
bers. The people are co-operating 
because officialdom is impatient of 
human misery and the old system of 
combatting it; suffering, injustice, hun-. 
ger are not to be condoned, endured,. 
justified—but eliminated, abolished. 

It is this insistence on a good life in 
a good world which is today inspiring 
the remainder of the northern city’s 
industrialists to devote themselves to 
the building of a new Shanghai, un-. 
inhibited, anti-colonial, anti-Imperialist, 
and essentially Chinese. 

The lower classes there—the middle-- 
men, white-collar workers and so on— 
derive almost fanatical inspiration for 
their faith from the conviction that 
there exists an elemental force in na- 
ture or in Chinese history which works 
inevitably in the direction of the com- 
munist classless society. 

Marxian literature, now profusely 
evident, is convincing them that com— 
munism is not a mere theory. They 
are coming to believe themselves to be in. 
tune with the universal predetermined. 
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political impulse of the immediate their most important 
future. Their faith rests on the 


assumption that economic forces which 
are fundamental to the times are on 
their side. 

Communism, as it moves the people 
of Shanghai, is not cynical or nihilistic. 
Because it is ultimately dominated py 
an ambition for national well-being, it 
has diffused a moral health among 
youth and workers which was never 
there before. The new rulers are 
primarily builders, not destroyers, and 
the _people over which they assert 
dominion are accepting the inference 
that a new economic pattern can only 
be brought to birth when the old capi- 
talistic institutions and their psycholo- 
gical and cultural roots are destroyed. 
This acceptance has become for them 
the justification for all of the ruthless- 
ness that seems necessary in the course 
of the revolution. Denial of the free- 
dom of movement of missionaries, and 
the imprisonment of journalists and 
diplomats, for example, evoke no feel- 
ne of compassion mainly because of 

is. 


= * * 


The Shanghai communists are grimly 
intent upon the absorption of the city’s 
economic potential. They are devoting 
their efforts towards the accomplish- 


ment of this with religious zeal. To the 
pursuit of economic dominion, they 
subordinate every principle. Thus, 


without abandoning their completely 
anti-capitalist philosophical position, 
they permit the continuation of all 
foreign-controlled industries with what 
amounts to relative altruistic freedom. 

This is being done despite the end- 
less exaltation of the merits of the 
“people’s” undisputed ownership of 
everything. Lenin argued that not only 
dictatorship but the state itself would 
wither away once private capitalism 
was abolished. Private capitalism in 
China is being abolished by Mao Tse- 
tung’s own contention; but in Shanghai 
a fluidity of interpretation emphasizes 
» the opportunistic character of the new 
approach, its latent strength and easy 
adaptability to different sets of circum- 
stances and conditions. ' 

Only in the spheres of art, control 
over music, science, and literature is 
registering an astonishing paucity of 
aim. The arts are not interpretable in 
terms of materialistic dialectic. Ab- 
stract reference to Soviet authors, com- 
posers and artists evoke no response 
in a population invariably apathe- 
tic to the intrinsic merits of all art in 
general. 

Chinese Communists want to identify 
the cultural hopes and ideals of the 
urban masses with the cultural interest 
and programme of the overall dictator- 
ship, but are failing in Shanghai in this 
effort because of the vague and abstract 
nature of Soviet and communist cul- 
tural achievements. 

They have provided ample grounds 
for the suspicion that their interpreta- 
tion of Marx is influenced by Russian 
thought and Russian history, but it 
cannot truthfully be assumed that their 
regimentation of ideas, for instance, is 
as excessive as the Soviet Union’s. In 


Chinese communists do indeed endea- 
vour to approximate the Soviet exam- 
ple, but, like the failure of any cul- 
tural affinity, the parallel is consistently 
elusive. They want an immediate 
utopia at the expense of the nation’s 
basic emotional frigidity; but the people 
in towns like Shanghai cannot project 
themselves into such a condition, and 
communism, because of this, makes a 
detour. 

Chinese Marxism, in other words, is 
a variant of the same utopianism with 
which the whole democratic world is 
infected. Mao Tse-tung’s success grows 
out of the habits of thought which ren- 
dered Shanghai, Hongkong and Singa- 
pore incapable of anticipating the 
Japanese invasion. Communism turns 
the soft utopianism of liberal-democra- 
tic blindness into a hard and truculent 
utopianism. 

The difference between Chiang Kai- 
shek and Mao Tse-tung is that the 
former dreams of achieving a subser- 
vient society through the development 
of a ruthless egotistic bourgeois system 
of exploitation, while the latter claims 
to embody a social system in which 
this miracle has already taken place. 

: Chiang Kai-shek’s utopianism pro- 
jects its ideal of an imperfect accord 
between the Chinese masses and the 
state into the future. It is therefore 
ameliorated essentially in being free of 
the fanaticism and truculence of the 
communist who claims to possess the 
ideal basis for society and arrogates to 
himself the right to deal pitilessly with 
all opponents. 
* * * 

The trend of communist propaganda 
in Shanghai, as indeed in Peking and 
Tientsin, moves continually towards an 
over-simplified analysis of the cause of 
the Chinese tragedy. According to it, the 
original idyllic social character of the 
Chinese people was destroyed by the rise 
of the Soong family and the machina- 
tions of foreign capitalists. The Soongs 
play the role of the devil in communist 
propaganda. If it should be true, they 
say, that the economic and politieal 
disequilibrium thus produced is the 
cause of all Chinese suffering, it would 
follow, of course, that the elimination 
of this disparity would make the masses 
completely social and would abolish ail 
friction and miseries in the Chinese 
system of life. 

Hence their vision of a classless 
society, in which every one of the four 
hundred million people will give ac- 
cording to his ability and take accord- 
ing to his need, follows logically from 
the Marxist diagnosis of the root of 
human egotism. 

It may be questioned whether Pek- 
ing officialdom, now controlling the 
destinies of a nation committed to the 
achievement of such an ideal, is ani- 
mated by what amounts to the best in- 
tentions in the world. But their pro- 
paganda, effective and wide awake, says 
so. 

The people of Shanghai know only 
too well that the possession of power 
is sweet and the corruptions of 
power are great. Perhaps in their 
hearts they assume that their new 
rulers, who are exercising this power, 
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will deviate from the supreme orthodoxy 
of the dreams which seven months ago 
endowed their arrival with moral legi- 
timacy. But they recognize that the 
power which the communists are 
asserting is still in a completely 
different category than the power of 
the former Kuomintang oligarchs. The 
capacity of the average Chinese soul 
for aspiration towards personal better- 
ment is so great that some of the new 
rulers may feel themselves completely 
justified by the original dream. 

But speculation about the mixture of 
motives in the soul of the Chinese com- 
munist is comparatively irrelevant. 

The important point is that Chinese 
communism, as it operates in Shanghai 
today, is a political and economic 
system in which a provisional moral 
attitude, which countenances the de- 
fiance of the moral experience of the 
Chinese race, is justified by a foreign 
utopianism which dreams of the 
achievement of an ideal world in which 
property and ethnic distinctions will 
ultimately disappear. The astonishing 
thing about the way they are pursuing 
this ideal is that for the time being the 
acquisition of private property is being 
encouraged. The drift towards despotism 
is plainly acknowledged, but only the 
conservative approach is accentuated. 

Incredible Nationalist follies and in- 
competence gave plausibility and credi- 
bility to this Marxist grandeur, 
Shanghai Chinese are both humbled and 
outraged by the tyranny of the rule of 
the Kuomintang—for the illusions of a 
liberal society persist more conspicu- 
ously among them than among Chinese 
communities in any other part of the 
country. They are thus constantly 
tempted to give the Marxist creed a new 
modus operandi by their own native 
dogmatism. 5 

Perhaps the real irony of history in 
the contemporary situation lies in the 
fact that China’s people, the most 
peaceful in the world, should have 
been made receptive to an impulse 
regarded as the most revolutionary in 
the world. t 

The Chinese are today mixing their 
devotion to democracy with wild dreams 
about the relation of the economic pro- 
cess to the cause of justice, which 
should only have arisen and persisted 
in more favoured nations and therefore 
more remote from the desperate prob- 
lems of existence which an impoverish- 
ed Asiatic society faces, and which 
warp the view. 

The Shanghai people know it is true 
that with the arrival of the commu- 
nists an end was put to political 
criticism, and any kind of openness in 
society. They know that the commu- 
nists will use almost any method to 
influence the minds and consciences of 
all who oppose them. 

But they have the belief, however 
naive, that after the physical revolu- 
tion has been completed and peace is 
restored to the country, freedom of 
thought will return spontaneously. 

They feel that this freedom is a tender 
plant which will probably be irrepar- 
ably damaged in soil disturbed by the 
present clash of ambitions. 

Wherever the communists have gone 
in China society has tended to close, but 
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China Aid Program of America’s Economic 
Cooperation Administration 


In Spring of 1949 the Chinese Com- 
munists exploited the military superi- 
ority gained during the campaigns \of 
the previous fall and winter. Com- 
munist armies swept across. the 
Yangtze and captured Nanking late in 
April, forcing the Nationalist Govern- 


ment to fleet to Canton. A month 
later Shanghai fell. Meanwhile, other 
Communist forces drove southward 


through Chekiang and Kiangsi into 
Fukien and to the west. Nationalist 
troops were forced to evacuate Hankow 
and retire to the south, thus abandon- 
ing the middle and lower Yangtze. 
As the half-year ended, the Nationalists 
ordered all ports under Communist 
control closed to foreign shipping. Al- 
though the legality of this blockade was 
questioned, its effectiveness at Shanghai 
was not to be denied, as witnessed: by 
almost complete paralysis of the city’s 
extensive ocean shipping activities. 

With one military debacle following 
another, economic conditions grew 
steadily worse in the areas left under 
control of the Nationalists. The stag- 
nation of production and trade and 
acute shortage of media of exchange 
which obtained at the end of March 
continued unabated during the next 
three months. The “gold” yuan collapsed 
completely, and at the end of June pre- 
parations were under way for the 
announcement of another financial 
reform and the introduction of a new 
currency, the silver yuan. 

Business in Shanghai during the last 
weeks before the Communist take-over 
was paralyzed by financial confusion. The 
rate of inflation exceeded all previous 
experience. “Gold” yuan values became 
largely academic as the currency ceased 
to serve as a medium of exchange and 
transactions were carried out more and 
more with foreign currencies, silver 
dollars, or on a direct barter basis. 

In losing Shanghai, the Nationalist 
Government was deprived of the prin- 
cipal commercial, manufacturing, and 
financial centre in China. What remain- 
ed were largely agricultural areas, with 
minor industries in places such as 
Changsha, Canton, Chungking, and the 
island of Taiwan. Shipping and for- 


good intentions created a form of power 
which they were able to control and 
which has exhibited none of the anti- 
cipated corruption while it was engaged 
in perpetuating itself. 


There is almost no tragedy in the 
movement at all. What began 20 years 
ago as a moral protest against injus- 
tices in feudal society has drawn within 
its orbit. millions of conscientious 
people who are outraged by political 
wrongs, and who now desire a total 
conception of life which would give 
more meaning to their days than any 
other which they have encountered in 
the past. 

In fact, the approach of the commu- 
nist army has seemed to Shanghai to 
contain a promise of release. 


eign trade were confined to movements 
through Hongkong and a few minor 
seaports along the southeast coast and 
Taiwan. 

ECA Experience in Communist- 
Dominated Areas:—During the latter 
part of 1948 and early 1949, ECA’s 
commodity program was a major factor 
in sustaining the Shanghai economy, 
especially in supplying rice and flour 
for the food-rationing program, raw 
cotton for the textile industry, and 
petroleum products for the operation of 
public utilities. To a lesser degree, 
Nanking and Tsingtao were dependent 
upon ECA supplies of rice, cotton, and 
coal. 

In order to keep Shanghai’s textile 
mills in operation, ECA maintained 
there a minimum one-month stock of 
about 75,000 bales of cotton. About a 
month before the fall of the city, action 
was taken to divert to Japan all cotton 
shipments then en route to Shanghai. 
Deliveries from wharf warehouses to 
the mills fell off during the Communist 
siege. At the time of the city’s capture, 
ECA had approximately a _ ten-day 
supply for the mills (about 24,000 bales 
of raw cotton), valued at about $3.9 
million. In addition, there was due 
ECA from the mills in accordance with 
a prearranged ratio, some 65,000 bales 
of yarn (processed with ECA-financed 
cotton) valued at about $13 million. 

Rice was kept moving into the city 
almost up to the time the Communists 
entered, after which cargoes still afloat 
were diverted to Japan. In the last few 
weeks before the Communist take-over, 
ECA moved considerable quantities of 
fertilizer, cotton yarn and cloth, and 


medical supplies from Shanghai to 
South China, Korea, Hongkong, and 
Taiwan. Warehouse warrants and de- 


livery orders were issued in favour of 
welfare and charitable organizations in 
Shanghai for small amounts of com- 
modities to which ECA still held title 
when transportation out of the city be- 
came impossible. As a result, the only 
ECA commodities on hand at the time 
of the take-over were raw cotton and 
yarn and some pesticides inherited from 
ECA’s predecessor, the China Relief 
Mission. 


Immediately .following the Commun- 
ist liberation of Shanghai, the Com- 
munists froze all stocks in warehouses. 
Although no direct contact with the 
authorities was permitted (in line with 
the Communist refusal to deal with 
United States consular or othet Gov- 
ernment representatives on an official 
basis), the ECA _ regional office, in 
cooperation with a committee of leading 
foreign and Chinese businessmen, pre- 
pared plans for the disposal of the raw 
cotton and yarn. 

There were no ECA stocks left un- 
distributed in Nanking at the time of 
the Communist take-over. In Tsingtao 
the last ECA staff member departed, on 
orders from the United States Navy, 
several days before the capitulation of 
the city. It was subsequently learned, 
however, that the remaining stocks, 
consisting of flour and cotton yarn, 
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valued at less than $1 million, together 
with about $1.5 million worth of yarn 
due from the mills, were forcibly re- 
quisitioned by the Nationalist military 
forces, looted by mobs, or confiscated 
by the Communists. 

Scope of ECA Program:—The future 
scope of the ECA China Aid Program 
was defined in Section 12 of Public Law 
47 enacted on April 19, which provided 
that the balance of the appropriation 
under Public Law 793 unobligated as 
of April 2, 1949, or subsequently re- 
leased from obligation, be made avail- 
able to the President for obligation 
through February 15, 1950, ‘for assis- 
tance in areas in China which he may 
deem to be not under Communist 
domination, to be furnished in such 
manner and on such terms and condi- 
tions as he may determine.” 

A steady contraction occurred of the 
areas in which ECA was authorized to 
operate under this legislation. With the 
fall of Nanking, Shanghai, and Tsingtao, 
which together had received between 
80 and 90 percent of ECA shipments, 
the commodity program was confined 
mainly to supplying rice for the ration- 
ing programs of Canton and Swatow, 
fertilizer for rice plantings on Taiwan, 
and small quantities of petroleum pro- 
ducts for South China and Taiwan. 
Continuing support was given to the 
Joint Commission on Rural Reconstruc- 
tion in Taiwan and selected areas of the 
mainland. 

All new procurement of rice was 
cancelled. Shipments diverted from 
Shanghai to Japan prior to the Com- 
munist take-over were considered ade- 
quate to supply ECA’s share in the 
rationing programs of Canton and 
Swatow until at least the middle of 
September. -Arrangements were com- 
pleted for the distribution of most of 
the 170,000 bales of cotton previously 
destined for Shanghai by sale to SCAP 
in Japan or to Korea, or transshipment 
to Taiwan for processing in local tex- 
tile mills. All fertilizer shipments to 
South China and the bulk of shipments 
to Taiwan were completed. Distribution 
in South China was effected through 
contracts with private concerns; supplies 
sent to Taiwan were held for later use. 
A loan of 12,500 tons of fertilizer was 
provided the Taiwan Provincial Gov- 


ernment to enable it to meet prior 
commitments to farming groups. 
With the tapering off of the com- 


modity programs, the work of the Joint 
Commission on Rural Reconstruction 
became the major ECA-supported ac- 
tivity in China. Like other ECA pro- 
grams, however, the scope of its 
activities was contracted. Projects were 
terminated in areas which fell under 
Communist control, and activity was 
concentrated in Kwangtung, Kwangsi, 
parts of Hunan and Fukien still under 
Nationalist domination, and increasingly 
in Szechwan. Some support was also 
given to projects in Taiwan, and to a 
minor extent in the far northwest pro- 
vince of Ninghsia. The Commission 
concentrated on programs to which it 
was already committed, principally irri- 
gation and dike repair; rural recon- 
struction in selected districts where 
movements had already been started; 
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Developments in Shanghai & Tientsin 


SHANGHAI 


Price upheavals continued to dominate 
Shanghai’s economy during the Nov. 22 
to 28 week. Over the weekend local 
authorities took drastic steps to halt 
inflation by arresting hundreds of illegal 
Operators and loan sharks. While these 
actions caused some prices to drop, 
their effect in the long run appeared to 
be doubtful. 

Banking and Finance:—A total of 22 
native and commercial banks were sus- 
pended on November 28th for making 
illegal interest rate loans. In addition, 
the banks’ personnel were detained 
by the police. This crack-down severely 
curtailed speculative activities and 
- caused the daily curb interest rate to 
fall from the previous high of 10% to 
6% on November 28th. (On November 
23rd the official interest rate for making 
bank loans was 5%; for private loans 
the charge was 5.5%). 

With the arrest of black market 
operators, curb exchange rates dropped 
as well. On November 23rd the US 


dollar sold on the black market for 
PB$16,500; by November 28th the rate 
had declined to PB$15,500. An ounce 
of gold in the illegal market was quoted 
at PB$680,000 on November 23rd; five 
days later gold was selling at PB$580,- 
000 per ounce. (Gold crossrates per 
troy oz US$414%4—374). 

Despite the drop in black market 
rates, the official foreign exchange rate 
for the US dollar advanced during the 
week, increasing from PB$10,000 for 
currency notes on November 22nd to 
PB$11,400 on November 28th. On the 
latter date, the telegraphic transfer rate 
for US dollars was increased to PB$ 
12,000. Pound sterling notes exchanged 
for PB$20,000 on November 28th while 
the draft rate was up to PB$30,000. 
Thus, on the same day that the US- 
Sterling cross rate for drafts was US$ 
2.50, the currency rate was only US$ 
1.75. (In New York pound notes sell 
at US$2.40—2.45). 

The Bank of China in Shanghai an- 
nounced the following schedule of bank 


seed multiplication and _ distribution; 
and control of plant and animal 
diseases. In addition, it gave limited 
aid in the fields of education, public 
health, community industries, and land- 
tenure reform. The budget for April- 
June, calling for the expenditure of a 
sum equivalent to about $1.6 million, 
had to be met almost entirely through 
the use of ECA-financed commodities 
or appropriated United States dollar 
funds, since local currency became 
valueless for all practical purposes and 
counterpart fund arrangements broke 
down. 

Counterpart Fund:—Since the “gold” 
yuan became worthless the counterpart 
fund ceased to have practical meaning. 
Sufficient amounts of the depreciated 
local currency could be obtained only 
to meet minor requirements, and even 
then it was usually unacceptable when 

offered in payment. Deposits in the 
special account totaled the equivalent 


of US$14.8 million (at conversion rates 
agreed upon between the two govern- 
ments) in April, as compared with a 
landed cost of grant-aid goods and ser- 
vices delivered of $131 million. Deposits 
were deliberately timed to cover only 
current ECA Mission needs and prevent 
the accumulation of inactive balances 
subject to rapid depreciation. 

Because of the diminishing utility of 
the counterpart fund, it became neces- 
sary to devise other means of meeting 
current local obligations incurred by 
the ECA Mission, CUSA (the Chinese 
agency established to work with ECA), 
and the Joint Commission on Rural 
Reconstruction. These included the use 
of dollars supplied by the United States 
and proceeds in currencies other than 
“gold” yuan from the sale of ECA com- 
modities or their end-products, mainly 
cotton yarn. Formerly such proceeds 
had been collected by or turned over to 
the Chinese Government. 


charges, which went into effect on 
November 17th: Services: A charge of 
1% for selling telegraphic transfers or 
commercial drafts for clients. Export 
documentary drafts: 1% for selling ex- 
port drafts for clients: Collecting pro- 
ceeds on exports: 1% for the sale of for- 
eign exchange on bills with or without 
covering documents. Letters of credit: 
a charge of 0.55% on the amount of the 
letter of credit upon its issuance in 
addition to 1% for the purchase of a 
deposit certificate. 


The Bank of China also reported it 
had a total of 12 million parity deposit 
units on deposit, equivalent to approxi- 
mately US$3,300,000 at current rates of 
exchange. 


Foreign Trade:—It is reported that 
5,000 tons of steel are to be shipped 
from Anshan in South Korea to Shang- 
hai, with arrivals expected to begin in 
mid-December. 

Commodity Tax:—All commodity tax 
rates have been increased, the largest 
being made in the tax on pipe tobacco, 
which was increased 115%. (On Sep- 
tember 15, 1949 when the authorities 
announced revised commodity tax rates, 
the tax on pipe tobacco in the Shanghai 
area was fixed at 30% ad valorem; the 
new tax rate for this commodity is now 
64.5% ad valorem). 


Industry:—Many Shanghai factories 
are in difficulties as a result of price 
increases. Prices of petroleum and 
other lubricants have all been raised. 
Prices fluctuate daily in accordance 
with exchange rates and the parity 
deposit unit. On November 25th the 
price of motor gasoline was the equiva- 
lent of US$2 per gallon. 


Transportation:—Both rail and water 
passenger and freight rates have been 
increased. In particular, Shanghai rail 
rates were raised by as much as 250%, 
while water rates were increased by 
60%. 


Travel time between Shanghai and 
Canton is now 7 days by rail and bus. 
Express train service between Hankow 
and Hsuchow has been resumed with 
the trip taking 334% hours. 
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COMMERCIAL MARKETS 


The Problem of the Blockade 

With the recent warning by the State 
Department in Washington that “the 
port of Shanghai is a danger zone, the 
whole question of the blockade-- has 
again been brought to the forefront. The 
statement from Washington has appar- 
ently been issued, only because the 
State Department has been forced to 
take cognizance of the fact that Ameri- 
can vessels have been trying to run the 
blockade on the assumption that the 
Nationalists threat to shipping being 
illegal should not be recognised and 
that American shipping should be pro- 
tected while on its lawful avocations. 
As has many times been pointed out 


by the Far Eastern Economic Review, 
the blockade of Shanghai by the Na- 
tionalists while causing considerabie 
suffering to thousands of unfortunate 
Chinese is not furthering Chiang Kai- 
shek’s cause. It can at best only prove 
to be a hindrance in the establishment 
of the Communist administration but 
will not prevent the new regime taking 
over. It has not done so, and certainly 
at this stage in the civil war can no 
longer hope to do so. It is more in the 
nature of an act of war against the 
people of China than an attempt to 
overthrow the new regime. It is fur- 
thermore a two-edged weapon and 
while bringing hardship and misery to 
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Commodities:—The authorities resort- 
ed to dumping operations throughout 
the week under review, with the cost 
of such activities estimated as the 
equivalent of US$1.2 million in the 
three-day period, November 21-23. The 
government’s plan for retailing rice met 
with little response in the first few days, 
the authorities blaming the lack of 


Commodity Unit 
Rice (lst grade) ........ 172 lb. 
WIOUL Me. dst vices 49 lb. bag 
POL ee hays, « chelsea Catty 
BGel tart Weare ats cretece lass re 
Oika(soybean) Pa. siiecw ak 5 
Bricks (briquettes) ..... a 
Cloth cco sd Fee eee ate 40 yd. bolt 
SURSr i isc. Ma saat oe Catty 


publicity as the cause. However, the 
arrests of black market operators and 
the tight money market contributed to 
bring about the first price drops in a 
month. Novertheless, wholesale prices 
of leading commodities, with the excep- 
tion of cloth, continued to advance dur- 
ing the week as shown below: 


(A catty is equal to 1.1023 pounds) 


The parity deposit unit continued to 
advance at a rapid rate reaching a high 
of 3,214 on November 25th, an increase 
of 821 over November 21st, and then 
ceopping back to 3,101 by November 


TIENTSIN 


Foreign Trade:—In the period Octo- 
ber 25th to November 8th, the Bank of 
China in Tientsin advanced packing and 
raw material loans aggregating the 
equivalent of US$620,000 to export 
firms and factories. Also, in order to 
promote exports, the bank further re- 
duced the rates of interest for these 
types of loans. 

For the week ending November 12th 
foreign exchange proceeds realized from 
exports totalled US$423,052; £29,387; 
HK$985,154; and Rs.200, or the equiva- 
lent of US$663,004, representing a de- 
crease of 14.75%, as compared with the 
previous week. The absence of an 
overall readjustment of foreign ex- 
change rates prior to November 14th in 
the face of rising commodity prices, 
was given as the reason for the decline. 

Banking and Finance:—On November 
14th, foreign exchange rates were re- 
vised sharply upward. The US dollar 
commercial draft rate was upped to 
PB$10,000 (an increase of 4,200 over 
November 9th) while the currency rate 


% change 
over 

Nov. 21 Nov. 28 prior week 
PN$ 105,000 PN$ 140,000 + 33.3 
31,000 40,000 + 29.0 
3,600 4,000 + 11.1 
3,200 3,600 + 12.5 
2,900 3,400 + 17.2 
106 193 + 82.1 
162,000 132,000 — 22.7 
3,100 3,800 + 22.6 

was advanced to PB$6,300. On the 


same day, the rate for pound sterling 
instruments was increased to PB$17,500 
(14,875 for currency) while the Hong- 
kong dollar draft rate was advanced to 
PB$825 (650 for currency notes). The 
Bank of China reported purchases of 
foreign exchange totalling the equiva- 
lent of US$220,986, mainly for repay- 
ment of export loans, following this up- 
ward rate adjustment. 

Again, on November 17th the official 
foreign exchange rates were revised as 
follows: US dollar rates to UB$8,000 
for drafts and to 7,200 for currency 
notes; pound sterling rates to PB$20,000 
for commercial instruments and _ to 
15,000 for currency notes; and the Hong- 
kong dollar draft rate to PB$950 and to 
700 for currency. (Crossrates: US$2.50 
Pa £, HK$8.42 per US$, HK$21 per 

Commodities:—Prices of leading com- 
modities in Tientsin continued to reveal 
an increase as compared with the pre- 
vious week. The retail price of rice 
went from the equivalent of 10 cents a 
catty on November 10th to 12 cents on 
November 17th. In the same week, 
millet increased from 5 cents a catty to 
11 cents; and flour, per 49-lb. bag, from 
US$4.83 to US$6.25. 

On November 8th the general com- 
modity price index was 6,135,404; a 
22.75% increase over the previous week. 
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the people and hindering the normal 
flow of commerce, it can prove to be 
and indeed is, as many people have 
foretold, a convenient curtain behind 
which the Communists can hide any 
mistakes. 

The encouragement of industries by 
the Communists together with reason- 
able taxation would have maintained 
the once flourishing port on the Whang- 
poo on a fairly even keel notwithstand-. 
ing the blockade. It has always been: 
hoped that the new regime would seize 
the opportunity to advertise the possi- 
bilities and value of communism as 
compared with capitalism by making 
Shanghai their show window for the 
world to take note of. Everything need- 
ed to maintain Shanghai’s position as 
a world port or rather to regain that 
position is still there, and the vast 
hinterland with its teeming millions is 
still awaiting development. What can 
hinder a return to prosperity under the 
new regime? Certainly not the blockade. 

With the uncertainty existing as to 
the future policy of the Communists in 
trading with the outside world some 
doubts have been expressed as to the 
possibilities for obtaining foodstuffs 
from districts which have hitherto sup- 
plied the Colony. During the past week 
a shipload of food including some 500: 
pigs, groundnut oil, hides and eggs, 
arrived in the Colony from Kwang- 
chow-wan with which hitherto a 
regular trade has been maintained but 
in regard to which some fears are ex- 
pressed as the port has now been occu- 
pied by the Communist forces. While 
the Colony may be inconvenienced to a 
certain extent in some commodities by 
the fall of this centre, especially in meat 
& other foodstuffs, those most seriously 
affected will be the Chinese farmers 
and small traders who have always 
found the Colony an outlet for their 
produce. It is therefore to be hoped 
that any dislocation of trade may not 
last long. 

Trade with Canton, which should not 
suffer from the blockade as it can be 
reached by rail and road, is also stulti- 
fied for the time being owing to delay 
on the part of the Communists in an- 
nouncing their new  import-export 
policy and the existence meanwhile of 
much red tape and many restrictions, 
hampering what was once a flourishing 
trade which benefitted not only China 
but also the outside world. The sooner 
the Communists can put their house in 
order,—and much can be done to over- 
come the blockade,—the better it will 
be both for themselves and for the 
people of China. It is vossible that Mr. 
Mao Tse-tung’s visit to Moscow may 
show him the illusory nature of any 
promises of help that may be given by 
a nation which is itself dependent upon 
supplies from countries within its 
sphere of influence, and whose standard 
of living is below that of many other 
nations who are anxious to help China 
to regain her “place in the sun.” 


Japan’s Cotton Piece Goods Trade 


In a review of the cotton market for 
the second quarter of the year, the 
British Cotton Board estimates that an 
increase in the world cotton goods 
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trade was due almost entirely to the 
enormous expansion in Japanese ex- 
ports, which during April and May 
totalled 178 million square yards and 
which, assuming that the same rate was 
maintained through June, would bring 
the quarterly total to 237 milion yards. 
This amount exceeds the exports for 
the same period from Great Britain 
which totalled 236 million sq. yds. and 
those from the United States of 234 
million sq. yds. 


Hongkong’s Exports of Local 
Manufactures for the Eleven 
Months of 1949 


During the past eleven months 
(January to November 1949), 71 differ- 
ent types of articles to the total invoice 
(f.0.b.) value of $78.6 million were ex- 
ported from Hongkong under certificates 
of origin verifying them as of Hong- 
kong manufacture; a total of 21,831 
certificates of origin was issued in 
respect to these shipments. Out of the 
total 9 items exceeded each a value of 
$1 million. These are as follows:— 
Cotton Piece Goods 15,266,079 yds. 
$17,712,921, Rubber Shoes 5,226,031 pairs 
$11,291,325, Enamel Ware 1,358,868 dozs. 
$7,582,348, Knitted Ware 728,399 dozs., 
10,378 rolls, 31,646 yds,, and 2,000 labels, 
$6,360,910, Flashlight Torches 397,576 
dozs. $5,683,989, Clothing and Shirts 
136,602 dozs. $5,524,879, Cotton Yarn 
2,370 bales $2,930,805, Umbrellas 45,857 


dozs. $1,383,688 and Buttons 75,021 
gross $1,175,212. 
These figures, however, represent 


only the value of Hongkong manufac- 
tures exported to Empire territories. 
They do not indicate the volume of 
goods manufactured for local consump- 
tion, nor the value of locally manufac- 
tured goods exported to countries such 
as China, the Philippines, Siam, etc., 
where certificates of origin are not re- 
quired. A total of more than four 
million yards of cotton piecegoods has 
been shipped to South China since July 
of this year, in addition to the figure 
for cotton piecegoods mentioned above. 

The present system of issuing Certi- 
ficates of Origin in respect of locally 
manufactured goods was. designed for 
the purpose of enabling Hongkong’s 
manufactures to benefit under the Im- 
perial Preference within the Common- 
wealth. Since the war, however, certain 
non-Empire countries have, for the 
purpose of exchange and licensing con- 
trol, required evidence of the origin of 
goods shipped from Hongkong. The 
figures of Certificates of Origin may be 
taken as accurate representation of 
Hongkong’s exports to the Sterling 
Area of locally produced goods. 


Rubber Consumption, Production & 
Stocks 


World new rubber consumption 
totaled 1,570,000 long tons in the first 
ten months of 1949 against 1,565,000 
tons in the like period of 1948. World 
consumption of natural rubber in 
October increased to 127,500 tons from 
115,000 tons in September. This 
brought the total for the first ten 
months of the year to 1,190,000 tons, 
up 27,500 tons over the corresponding 
1948 figure. Estimated imports into 
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Russia increased to 97,500 tons in the 
1949 period from 65,000 tons in the 
1948 period, while other foreign con- 
sumption increased to 621,500 tons from 
568,500 tons. U.S. consumption declin- 
ed to 471,000 tons form 529,000 tons. 

Natural rubber production was 120,- 
000 tons in October, down 10,000 tons 
from September. The 10-month total 
of 1,200,000 tons lagged behind the 
January-October 1948 figure by 52,500 
tons. In the first ten months of 1949 
production of natural rubber exceeded 
consumption by only 10,000 _ tons, 
whereas in the like period of 1948 pro- 
duction exceeded consumption by a 
90,000-ton margin. 

Rubber exports from Indonesia total- 
ed 32,724 tons in October, bringing the 
10-month total to 327,525 tons compar- 
ed with 366,837 tons in January- 
October 1948. Production in the 
Federation of Malaya totaled 547,456 
tons in the 10-month period, a decline 
of 5.1 percent from the 577,021 tons 
reported in the same period of 1948. 

Stocks of natural rubber, excluding 
Russian stocks and Government stocks 
in the United States, the United King- 
dom, and France, were’ estimated at 
725,000 tons at the end of October com- 
pared with 740,000 tons a month earlier 
and 755,000 tons at the end of 1948. 

October stocks consisted of 225,000 
tons in producing countries, | 255,000 
tons in consuming countries, and 245,000 
tons afloat. Stocks in consuming coun- 
trei represented exactly two-months’ 
at the October rate of consumption. 

Consumption of synthetic rubber was 


37,500 tons in October, exceeding 
September consumption by 2,500 
tons. However, the ratio of syn- 


thetic to total consumption of new rub- 
ber declined from 23.3 percent in Sep- 
tember to 22.7 percent in October, 
Owing to reduced’ percentage use of 
GR-S in the United States. In January- 
October 1949 production and consump- 
tion balanced at 38,000 tons. In the 
like period of 1948 consumption was 
402,500 tons and production 443,000 
tons. End-of-October stocks were 
120,000 tons, down 5,000 tons from the 
end of 1948. 


United States Tin Position 


Because of unsettled market con- 
ditions and current fluctuations in the 
price of tin, industry stocks of tin re- 
main at the end of September at the 
same low level as at the close of the 
last quarter. Until the price of tin is 
stabilized it does not appear likely that 
there will be any appreciable increase 
in the inventory holdings of the major 
consumers. 


As direct government imports of tin 
decrease and private distributors, con- 
sumers and importers take over the 
responsibility of supplying U.S. tin 
requirements, the tonnage of govern- 
ment inventories will be maintained 
for the time being at the present work- 
ing level. Due to the increased pro- 
duction of tin and the resulting free 
market, the Department of Commerce 
amended Tin Allocation Order M-43, 
effective December ny 1949, and 
eliminated restrictions on imports, dis- 
tribution and inventories, retaining only 


the reporting requirements. 

Imports of tin metal and concentrates 
in the third quarter of 1949 totalled: 
23,926 tons as compared to 26,886 for 
the previous quarter with the differ- 
ence being largely due to the decrease 
in imports of concentrate from the 
Netherlands East Indies. The total of 
72,379 tons for the 9-month period is 
approximately 10,000 tons above the 
same period in 1948 with tin metal 
accounting for the entire increase. 
(Total 9 months imports into U.S. from 
Indonesia 70,128 long tons of tin con- 
tent concentrates, Siam 1,602; metal: 
Malaya 26,060, China 2,272 tons). 

Consumption of tin and tin in alloys 
is running about 20% lower in 1949 as 
compared with 1948, with the totals for 
the 9-month period showing 55,014 tons 
as against 68,267. There was no signi- 
ficant change in the basic consumption 
pattern and the decrease is mainly at- 
tributed to the decline in production 
of copper base ingots, brass mill pro- 
ducts, and solder. Tin consumption for 
tin and terne plate was 25,552 tons for 
the first 9 months of 1949 as compared 
with 24.247 for the same period in 1948; 
however, the October steel strike and 
the shutdown of most tinplate producers 
during October will cause the fourth 
quarter consumption to drop sharply. 
It should be noted that the major por- 
tion of the overall decrease was in pig 
tin rather than secondary. 

Total new supply of secondary tin 
dropped from 21,950 tons in 1948 to 
16,252 tons for the same 9-month period 
of 1949, with the difference applying to 
recoverable tin in receipts of alloy 
scrap. 


HONGKONG COMMODITY 
MARKETS 


Cotton Piece Goods 


The cotton piece goods market awoke 
from its inactivity in the course of the 
week with buyers from the East River 
district in Kwangtung. A consignment 
of 370 cases of Japanese piece goods 
which included printed drills, black 
cloth, grey sheetings, blue serge, etc., 
arrived after being re-packed in Macao 
and was placed on the market but 
created little interest owing to the lack 
of purchasing power in China. The 
price of the printed drills was reduced 
by the importers at the request of the 
indentors to $39 per piece of 30 yds. 
but they were finally offered at $37, 
involving the sellers in a loss; the 
Japanese black cloth was offered at 
$52.50 per piece, a competitive price, 
but few transactions took place. Grey 
sheetings sold at $53.50 per piece for 
Mammoth Bird brand, at $52 and $51.50 
for Flower & Bird No. 36, at $51 and 
$50 for Four Lotus, at $49.50 for Blue 
Jade & Dragon, at $55.50 for Dragon 
Head and at $48 per piece for Water 
Duck, while Japanese 2023 fetched 
$47.50. 


Cotton Yarn 

The market was particularly active 
in Indian cotton yarns with demands 
by Swatow and Swabue buyers and 
prices showed a general improvement: 
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‘Bengal brand 20’s sold at $990 per bale, 
Golden Cow at $1055, Coimbatore at 
$980 and Looms brand at $985 per bale. 


Raw Cotton 


The raw cotton market fell into in- 
activity asa result of the difficulty of 
making re-exports to Shanghai’ and 
Central China. Uncertainty was added 
to by an increase in indent prices, 
which in some cases were higher than 
the local spot quotations:sfor 4F super- 
fine quality the new indent price was 
‘Rs. 885 per candy or HK$1.98 per lb. 
cif Hongkong, whereas the local selling 
price was $1.96, NT quality sold at Rs. 
980 per candy for forward delivery or 
the equivalent of HK$2.20 per lb. and 
$2.05 for spot, LSS sun grind quality 
and roller grind quality were offered 
forward at Rs, 960 and Rs. 900 per 
per candy respectively or $2.15 and $2 
per lb. for spot for both qualities. 


Canvas 


With demands from Taiwan for 
canvas for military purposes the mar- 
ket became active. The chief source 
of supply is the USA, but shipments 
have also been received from Great 
Britain and Japan as well as India. 
USA canvas 14.9 oz. 36” sold at $4.60 
per yard, 12 oz. at $3.80 and 10 oz. at 
$3.20; Japanese 8 oz. fetched $2.10, 10 
oz. $2.40 and 12 oz. $3.20 per yard. 


Knitting Yarn 


Constant arrivals of knitting yarn 
and increased output by local mills, 
combined with the withdrawal of Tien- 
tsin, Taiwan, Swatow and East River 
buyers from the market upon satisfac- 
tion of their requirements, caused prices 
to fall; however, buyers from Hoihow 
caused a revival of interest, though 
prices remained low. In spite of out- 
ward appearances, importers continue 
to believe in a better future, especially 
for the better quality yarns, and are 
placing heavy orders with suppliers 
abroad: Beehive has been booked at 
$10.50 per lb. and Cuckoo brand at 
$8.42. During the week the price of 
Beehive fell from $13 per lb. to $10.30. 
but rose finally to $12, BB fetched 
$10.20, Five Oaks fell from $8.50 to 
$7.30, Cuckoo 4-ply sold at $11, Golden 
Tiger dropped from $9.70 to $9, Pea- 
cock yarns sold at $9 but fell to $8.70, 
based upon a reduction in the factory 
price, Super Crafta yarn stood firm at 
$11.80 being short of stock, Sze Tze 
sold for $7.50, Front Line 4-ply fetched 
$10.90, Lucky brand $9, Kwa Wo $7.30 
and Gold Rabbit $11 per lb. 


Metals 


Tientsin buyers were urgently re- 
quiring mild steel plates, especially the 
3%” size, but as local stocks were in- 
sufficient to meet their needs they were 
obliged to buy forward from a ship- 
ment expected early next month of 
about 3000 tons of various specifications. 
Report has it that the Communists are 
constructing landing craft in prepara- 
tion for an attack upon Hainan Island 
and possibly Taiwan. Dealers were 
anticipating better prices by holding 
back on sales: French 4’ x 8’ 1/32” 
sold for $85, per picul, 1/16” & 3/32” 


fetched $70 each, %”-%” stood at $68, 
en route cargo was offered at $80 per 
picul for 1/32,” $69 for 1/16” and $65 
for %”. Around 60 tons of galvanized 
mild steel sheets, thin, from Japan was 
placed on the market and a further 100 
tons arrived from Europe, but although 
prices fell few transactions took place: 
Japanese 3’ x 7’ dropped from $10.80 
to $9.30 per piece ex-godown for 216 
pieces packing but a profit was still 
possible at this price, and 3’ x 6’ fell 
from $8.70 to $7.30 per piece; Belgian 
3’ x 7’ fell to $10 per piece from $10.50 
December forward shipment being 
offered at $9 for 240 pieces per ton, 
the indent price being $9.20/$9.50 per 
piece. Mild steel angle bars were active, 
a shipment from Great Britain due at 
the end of December being offered at 
the following rates: 14%” at $52 per 
picul, 2” at $48, 2%” at $46; prices for 
spot transactions rose: %4” sold at $46 
per picul, 1” & 1%4” fetched $45, 114” 
& 134” were offered at $56 & $55 
respectively, 2” rose to $58, 24%” to $56, 
3” sold at $55 and 3%” at $52. Zinc 
sheets showed a fall in price on account 
of the return of a quantity that had 
been shipped to Shanghai but had failed 
to run the blockade: Polish G5 was 
offered at $134 and fell to $130 per 
picul, G6 sold at $126 & $124, while 
en route cargo was sold at $120, G7 & 
G8 stood at $140 per picul, forward 
delivery of G5 stood at £128 cif. 
Hongkong and G6 at £126; Belgian G5 
was offered at $135 per picul but with- 
out sales. Tientsin buyers continued 
to show interest in galvd. wire and 
prices rose further: G18 improved to 
$70 per picul, G20 was offered at $74, 
G22 went to $73 and $76, G24 being 
short of stock was quoted at $97, G6 
& G7 went to $57, G8 stood at $60, G10 
stood at $54 but G12 fell to $52, G13 
dropped to $54 and G14 to $52, G15 
stood at $54 while G16 sold at $60 per 
picul. Sales of barbed wire were con- 
fined to local contractors and builders 
as demands from China had slackened; 
prices showed a fall: French 1 ecwt. 
packing was down to $54 per bundle 
from $58, % cwt. fell to $27, Japanese 
56 lb. packing sold at $26, European 42 
ewt. packing was offered for forward 
delivery at $25 c.if. Hongkong. Wire 
nails showed no improvement, French 
and Belgian cargoes going direct to the 
Philippines and Thailand which had 
formerly dealt with Hongkong: Czecho- 
slovakian 14%” “to 3” keg packing was 
offered at $43 per picul, Italian make 
sold at $42.50, Polish forward offer was 
at $40, Japanese product at $43, British 
84 catty packing was offered at $41 and 
French %” to 34” fell to $65 per picul. 


The winter allocation of British 
tinplates 20” x 28” about 200 tons 
(2500 casks) in quantity, is expected 
early in January and en route sales 
were effected at the price of $115 per 
cask of 200 lbs. in skids, the allocation 
price being $104; selling offers were at 
$135 for spot but counter offers were 
made at $130, a drop from the previous 
price of $128 per cask. USA tinplate 
was offered at $140 ver cask, being short 
of stock, but competition from the 
British make prevented a higher price; 
the indent price was US$22 per cask. 


The US output of tinplate waste having 
increased, offers against forward sales 
have been reduced in price, with a con- 
sequent drop in the local market price: 
the US Steel product in tonnage pack- 
ing fell to HK$72 per 200 lbs., Wierton 
Steel Co. 10” x 10” in 200 Ibs. packing 
was sold to Tientsin and Shanghai 
buyers at $85 per cask of 200 lbs., 
Bethlehem Steel 18” x 24” upward in 
200 lbs. casks sold at $82 per cask, 
other cargoes sold at an average price 
of $80 per cask of 200 lbs. 18” to 24” 
ex-godown; the British product 20” x 
28” was offered at $85 per cask of 1% 
cwts. but without sales, the indent price 
having been raised to HK$77 per cask. 
Electrolytic tinplate had a good turn- 
over at the ex-godown price of HK$75 
per cask of 200 Ibs. 18” x 24”. Misprint 
tinplate, USA, white base, was sold to 
Macao buyers at HK$50 per case; black 
base had no sales and fell to $36 per 
case. Supplies of Black plate waste, 
USA, G29 to G32 18” x 24” were 
received, but little interest was shown 
as the demand from North China buy- 
ers had lessened; the price remained 
steady at HK$38 per picul, while en 
route cargo for G28 to G30 was offered 
at $33 per picul, a drop from the earlier 
price of $35. 


Glass 

The glass market, which has been 
inactive for a considerable period, con- 
tinued dull during the past week; the 
thin quality was affected by competi- 
tion from new arrivals from North 
China: French 100 ft. 16-18 oz. dropped 
to $25 from $26 per case and 200 ft. 
18 oz. remained steady at $50 per case, 
Czechoslovakian 200 ft. 16-18 oz. stood 
at $52 and Belgian 300 ft. 44 oz. had a 
few sales at $616 per case; 100 ft. 16 
oz. (China) fell from $25 to $24 per 
case. 


Paper 

Plentiful arrivals of paper, coupled 
with the return of several cargoes from 
ships which were unable to run the 
blockade outside Shanghai and the un- 
certainty caused by the lack of a de- 
cision in regard to the import restric- 
tions to govern such importations into 
Tientsin led to a steady fall in prices: 
white newsprint in rolls fell from 44% 
cents for 52 gr. 31” to 39% cents per lb. 
and 50 gr. 43” dropped to 39 cents but 
without sales, Norwegian 52 gr. 31” & 
42” was offered at 39 cents; newsprint 
in reams fell to $22.50 per ream for 31” 
x 43”. M.G. white cap 17.5 lbs. sold at 
$11.50 per ream compared with the 
earlier price of $12.50, the coloured 
quality sold at $12 a drop of 50 cents. 
British Cellophane paper 36 x 39” 
fetched $76 and $74 ver ream, and the 
French and Belgian makes stood at $73 
and $72 respectively, while the Polish 
and Czechoslovakian fetched $70 and 
the USA make stood at $71 per ream. 
Waterproof Kraft 36” x 48” fell from 
90 cents to 80 cents per lb. Parchment, 
highly bleached, 26 lbs. 30” x 40” 
dropped from $28 to $27 per ream, 
while half-bleached fell from $26 to $24 
per ream. Mech. printing paper 55 grs. 
dropped from 48 to 45 cents per lb. 
Other makes of paper remained com- 
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paratively steady. Cigarette paper 
showed signs of activity with buyers 
from Taiwan in the market for the 
cheaper kinds: Rene Bollore brand 29 
mm 6000 m sold at $17.50/$17.70 per 
bobbin, 29 mm 6000 m Ecusta brand 
(with green line) stood at $22, Egyptian 
Smoking Tiger brand sold at $20 and 
Centennial brand at $16 per bobbin. 


Cement 


The announcement by the Dept. of 
Supplies & Distribution that a special 
allocation of exchange for the importa- 
tion of cement from Japan would be 
made to firms that have made such im- 
portations within the last six months 
and that the licences would be valid for 
the importation of supplies shipped up 
to the end of January next, will help 
to bring down prices, which after the 
temporary suspension of sales by the 
Green Island Cement Co. soared rapidly, 
although the arrival of 100 tons from 
Tientsin caused a slight drop. Japanese 
cement was offered on the market at 
the forward price of $130 per ton c.i-f. 
Hongkong as compared with Taiwan 
cement in 1 cwt. bags which was offered 
at $130 per ton f.o.b., Tientsin Horse 
brand in 1 ecwt. bags which fetched $122 
per ton forward and Indochina Red 
Dragon which was quoted at $130 per 
ton for 1 cwt. bags. The need for 
cement being urgent, a quantity of 
British Blue Circle brand cement was 
placed on the market by the Green 
Island Cement Co. at the allocation price 
of $7.25 per bag. Dealers holding stocks 
of Green Island cement were able to 
dispose of them at high prices: Emeral- 
erete rapid hardening cement was 
offered at $13 per 112 lbs. bag, Emerald 
brand sold at $10.80 per 112 lb. bag, 
Green Island cement in 94 lb. bags 
fetched $9.90 per bag, Snowcrete British 
white cement sold at $62 per drum of 
375 lbs. nett, as compared with the 
usual ex-godown prices of $7.80, $6.80, 
$5.90 and $55 respectively; Blue Circle 
brand was offered by dealers at $10.50 
per 1 cwt. bag; Snowcem cement paint 
stood at the usual ex-godown price of 
$58 nett per 112 lb. steel drum; Tien- 
tsin Horse brand fetched $10.70 per 1 
ewt. bag, Red Dragon sold at $9.80 per 
94 lb. bag and Taiwan 1 cwt. bags sold 
at $10.80 per bag, Danish Bates brand 
white cement fetched $16 per 1 cwt. 
bag being in demand by Central China 
buyers. 


Dyestuffs 

The dyestuff market showed little 
activity during the past week, business 
with Shanghai and with other parts of 
China being almost stagnant as a result 
of the blockade, and further falls in 
prices occurred: Acid scarlet 4R (USA) 
fell to $950 per picul, while acid scarlet 
N dropped to $1050 and MOO stood at 
$1100; Napthol AS _ fetched $1650, 
Rhodamine 500% 3B was offered at 
$3800, Sulphur Black 200 lb. packing 
sold at $260 and 2B 200% at $160, Sul- 
phur Black (USA) R dropped from 
$280 to $260, KHH from $300 to $270, 
HMK from $320 to $300 and MK from 
$380 to $352 per picul, Ponsol Blue 
(Dupont) RSV 100 catty packing fell 


heavily from $11,000 to $7500 and 25, 
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catty from $11,200 to $8000, Indigo Vat 
80% grains (ICI) showed a fall by $50 
to $1130 and 60% grains (ICI) in 1 
catty packing fell from $1150 to $1130, 
Naphtol AS dropped from $1700 to 
$1650, Rhodamine B extra conc. (Fran- 
color) fell from $4000 to $3800 and 500% 
(USA) B also fell from $4000 to $3800 
per picul, 


Gunny Bags 


The restriction announced by the 
Indian Government on the export of 
gunny bags caused prices to rise steeply, 
the situation being bolstered by heavy 
buying on the part of Tientsin and 
Cantonese interests. Towards the end 
of the week information having been 
received that regular and ample sup- 
plies of Heavy Cees, which are most 
in demand for the Hongkong market, 
would be forthcoming and Tientsin buy- 
ing having slackened prices came down 
somewhat although with few transac- 
tions taking place: the price of Heavy 
Cees 29 x 43 x 2% lbs. 2” green (new) 
which had reached $3 and more per bag 
for spot dropped to $2.92, the price for 
shipments en route falling from $2.93 
and $3 per bag to $2.85. 


Vegetable Oils & China Produce 


The high prices prevailing for tung- 
oil (wood oil) have by some means or 
other attracted supplies, although the 
problem as to how to secure regular 
and sufficient quantities to enable them 
to fulfill their contracts is still unsolved 
for most exporters; one lot arrived from 
Nanning in Kwangsi via Canton and 
Macao, another shipment was expected 
from Shanghai, but shipments from 
China are governed by the doubts that 
exist as to what policy will be intro- 
duced in regard to such exports and 
when it will be put into effect. As a 
result of the existing uncertainty, the 
price of tungoil continued high, even 
touching $220 per picul. In Canton the 
price stood at $148 per picul, but even 
with the addition of about $50 for 
transportation and other charges the 
business is a profitable one. There was 
little demand for teaseed oil 4% acid 
first quality which fell in price from 
$172 to $170 per picul. Rapeseed oil 
was inactive with the price standing at 
$102 per vicul for 4% acid first quality. 
Groundnut oil showed some activity, 
but prices fell as a result of new ar- 
rivals’ Bat brand (Siam) in tins sold 
for $150 per picul as compared with 
the earlier price of $152, the Dairen 
product in drums fetched $125, Swatow 
Gold Deer brand sold for $150 as against 
$155 previously and Hen _ brand 
(Swatow) fell to $172; on the other 
hand Swatow Cup Tze fetched $165 a 
rise of $1 per picul. 


The cassia market was dull with un- 
certain arrivals from China: cassia 
lignea in 60 catty packing fell from $72 
to $69 per picul and 84 catty packing 
from $75 to $71; cassia unscraped with 
plentiful supplies from Tunghing, 
Kwangtung, dropped from $96 to $90 
and cassia whole, also from Tunghing, 
fell to $90 from $95 per picul. There 
were few demands for China rosin and 
the price fell from $55 per picul to $47 


for the East River, Kwangtung, product 
and to $46 for the West River rosin. 
Gallnuts from Korea were in demand 
by local exporters at the price of $92 
per picul, the Liuchow, Kwangsi, pro- 
duct fetched $110 per picul on a few 
sales, as against the earlier price of 
$102, stocks being almost exhausted. 


German buyers were interested in 
feathers and prices showed a_ further 
increase owing to the difficulty of ob- 
taining supplies from south and south- 
west China and the low quality of the 
feathers from Taiwan which are not. 
suitable for export. US buyers were 
out of the market as the prices asked. 
locally were too high: duck feathers in 
New York were quoted at US 55/53 
cents per lb. whereas the local selling 
price was $350 per picul and the price 
of goose feathers stood at $430 per 
picul. Stocks of feathers in Hongkong 
amount to around 6000 Ibs. 


Ores 


With a lack of new arrivals, the price 
of tungsten (wolfram) ore continued at 
the high level reached during the pre- 
vious week: both China 65 deg. and 
South Korean standard quality stood at 
$230 per picul. Tin ingots showed some 
activity and prices continued their up- 
ward trend; mainly as a result of lower 
stocks and uncertainty as to future de- 
liveries: Hoyuen, Kwangsi, 99% fetched 
$580 per picul, Yunnan 99% sold for 
$575, Singapore Marked Banker 99.75% 
was offered at $640 per picul a rise ‘of 
$10 ver picul; China tin 50% for solder- 
ing fetched $325 and 40% sold at $280 
per picul. 


Smoked Rubber Sheets 


An advance shipment of smoked rub- 
ber sheets amounting to 468 bales, 
against orders to be completed in 
March, was placed on the local market, 
the price notified from Singapore being: 
Foreign No. 1a HK$130 per picul f.a.s. 
Hongkong, No. 2a $125, No. 3a $120, No. 
4a $115, No.,5a $110; locally, however, 
the price although showing an increase 
against the previous week’s figure was 
considerably lower, Foreign No. la 
being offered at $129 per picul, No. 1b 
at $124, No. 3a at $118 and No. 3b at 
$111.50 per picul. Transactions on the 
local market were few, demands from 
Tientsin having lessened. 


Carpets & Straw Mats 


Since the occupation of North China 
by the Communists about 5000 sq. ft. 
of Tientsin and Peking carpets have 
been received in Hongkong, the major- 
ity being 9x 12 sq. ft. in size and 
weighing 130 lbs. each: the price locally 
is $14.50 per sq. ft. for the first quality. 


The market for straw mats remained 
more or less normal; Tientsin buyers 
were interested to the extent of 10,000 
mats, the price of the Liuchow, Kwang- 
tung, mats being 70 cents per piece for 
38” x 40” and of those from Shiuhing, 
West River district, being 60 cents each. 
The increased prices were mainly due 
to the difficulty and expense of pro- 
curing fresh supplies from the two 
districts mentioned which are the main 
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sources of supply for the Hongkong 
market, the principal expense being the 
cost of transportation, which has in- 
creased from $9 to $27 per picul in 
recent months. 


. 
Tea 


South African buyers were in the 
market for Taiwan green tea which 
showed a considerable improvement in 
price; black tea on the other hand was 
dull and prices fell: Pouchong green tea 
first quality sold at $450 per picul, 2a 
‘quality at $400 and 2b quality at $290 
and $330 per picul, Broken Orange 
Pekoe black tea was offered at $250 per 
picul, Orange Pekoe at $230 and Pekoe 
at $200 per picul. 


Rice 


Prices in the rice market rose so 
notably during the past week that the 
Government attempted to force them 
down by putting large quantities on the 
market for sale at the official price. 
Some 20,000 bags (first grade “Annam 
Jim” at $64.80 per picul and medium 
grade “Annam Jim” at $63.13 per picul) 
were offered, with another 10,000 bags 
to be made available in the following 
week. . Nevertheless, prices continued 
to rise. The quantity offered was far 
from sufficient to cover local demands, 
Since the Government rice issue is of 
inferior quality, and the public prefers 
to pay a higher price for the better 
grades supplied by the rice merchants. 
Moreover, dealers’ stocks are light, and 
the only current source of fresh sup- 
plies is the New Territories (chiefly 
Unlong); it is no longer possible to 
smuggle rice in from Shumchun, 
Macau, Canton and other Pearl River 
delta districts. Examples of the recent 
price rise are See Mew Double Happy 
(red line) 1. q., new, which increased 
from $71 to $77 per picul in five days; 
Globe (green line) 2. q., which went 
from $70 to $78; Rice Snow new crop 1. 
q., up from $62 to $65 per picul; and 
Stag, new crop, which rose from $71 to 
$77 per picul. A few varieties remained 
stable, Yau Jim (Rangoon), for exam- 
ple, stood at $64 per picul throughout 
the week, and some even dropped: 
glutinous rice from Siam fell from $74 
to $70 while the best quality local 
product went from $83 to $77 per picul. 
Prices of many lines were falling 
slightly at the end of the week (Chai 
Mei Five Bats (red line) new rose from 
$76 to $82 per picul and closed at $81, 
for instance), but the overall picture 
was one of substantial price increase in 
a relatively short period. 


Beans 


The beans market in’ general was 
weak, with little change in prices. With 
a large supply of Dairen soya beans on 
the market and more expected, the 
price remained low, fluctuating from 
$61.80 to $62 per picul, first quality. 
Taiwan buyers displayed interest, buy- 
ing 500 bags en route at $58 per picul 
early in the week, but stocks are so 
heavy that the future market is except- 
ed to decline further. Taiwan buyers 
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also took 650 of one day’s arrival of 
1,000 bags of North China red beans, at 
$37.50 per picul, 1 qual. This price, 
$1.50 lower than the last sale, was 
maintained throughout the week. With 
heavy stocks of Kalgan green beans on 
the market, Singapore buyers were able 
to purchase 700 bags at $48 per picul. 
The price for most of the week fluc- 
tuated from $48.50 to $49 per picul 1 
qual. : 


Whilst supplies were abundant a short 
while ago, the price of bean cakes 
reached a low of $36.80 per picul; now, 
however, with few fresh arrivals the 
price tended to rise, 1 quality selling for 
$39 per picul dropping to $38 at the 
close, while forward price remained 
steady at $36.50 per picul. 


Sugar 


Early in the week a shipload of some 
25,000 bags of Taiwan special refined 
sugar was sold enroute at prices rang- 
ing from $43.80 to $44 per picul, for 
re-export from the Colony. The arrival 
of a second large shipload of sugar 
from Taiwan further weakened the 
local market, which was expected to 
continue dull. Most of the Taiwan 
sugar is imported for re-export, the 
Government rations being sufficient for 
local consumption. British refined first 
quality was offered at $47 per picul 
while African brown No. 18 first quality 
stood at $43. 


Wheat Flour 


Heavy arrivals of flour from U.S. and 
Australia during the week turned the 
market for ordinary wheat flour from 
steady to dull with lower prices; inter- 
est was, however, shown in glutinous 
flour. Battleship (US) sold at $20 per 50 
lb. bag, Leopard brand at $17.50, 
Farmers brand at $19.50 per 50 lb bag, 
Narcissus at $20, Australia at $17.40, 
Peerless at $19.50 and Sea Gull at $17; 
Kwan Tao remained steady at $18 per 
bag. Forward sales against shipments 
expected in the immediate future were 
made at $17 per bag, 40 cents below the 
prevailing price. Delta Queen glutinous 
flour sold at the increased price of 
$18.50 per bag. 


Eggs 

With ample stocks in cold storage, 
considerable new arrivals during the 
week, and import restrictions into the 
Philippines, the market for hen eggs 
was quiet. Kap-tze first quality drop- 
ped from $17.80 to $17.50 per hundred, 
Swatow 1 q. stood at $17.80, Sanmei 
fell from $18 per hundred to $17.80, 
while Tientsin rose to $120 per basket 
of 700 and Tsingtao sold at $113 per 
700 and $115 per wooden case of 650. 
The prices of most types of duck eggs, 
showed an improvement. Sanmei rose 
from $15 to $16.20, Swatow from $15 
to $17, and WHaihow from $16.20 to 
$17.30, all per hundred 1 q. Tung Kwoon 
1 q. and Kwangchowwan fluctuated 
more, the former going from $18 to 
$19.30 and dropping to $18, while the 
latter sold at $19, and $18.40. 
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Hongkong Share Market 


Business last week has again been on 
a small scale with prices fluctuating up 
and down but within a very narrow 
compass. The transactions have been 
of a selective nature and, in the main, 
confined to the hardy perennials. There 
has set in a good demand for Asia 
Navigations, Shanghai Dockyards and 
Yangtze Finances, all cf which show 
considerable appreciation. 

The following dividends for the year 
1948 have been announced:—Sun Co., 
Ltd. 30 cents Free of Tax. Hongkong 
Telephone Co., Ltd. $1.20, Less Tax. 

Business reported during the week, 
$1,483,830 (84,372 shares). 


Business Done During the Week:— 


High Low Sales 
HK. Bank ©....05.% 1525 1550 122 
Union Insurance ... 680 670 318 
Asia Navigation ... pet 0.90 25,000 
WHALVES.S Sia nsniceins 15 115 400 
S. & Hongkew Wharf 18 16 3,400 
H.K. Docks <.....45 19 1834 4,600 
C. Providents ...... 12} 1212 500 
Shanghai Docks ... 9.20 8.60 13,000 
Wheelock Marden .. 32 3115 550 
Rawbie: cee ene 5.50 5.40 1,500 
H.K. & S. Hotels 12.30 12.20 2,800 
ELK. Lands =. ns sis 491% 4914 183 
Shanghai Lands : 2.40 2.40 3,000 
H.K. Tramways ... 16.40 16.10 4, 
China Light (O) .. 12.30 12.20 2,982 
do (N) 9.60 9.40 2,666 
H.K. Electrics ...... 3114 3034 3,441 
Macao Electrics 23 23 400 
Telephones. ..... f 21 18.80 1,300 
Caldbeck (Ord.) ... 27 27 220 
Cements .-siseuens 2414 2414 1,000 
Dairy Farms. ...... 44 4315 1,850 
Watson WF iiiace: «ass che 4734 gr 
Kwong Sang Hong. 
Vangie a aha e's 5 434 22,500 
Ewo Cotton ....... 7 6.20 9,400 
Financial Reports 


Hongkong Free Market 


Highest & lowest free market quota- 
tions of last week (in HK$):— 

US$: Notes 663 — 635%, DD 665%, 
640%, TT 670 642%, equalling 
crossrates of US$2.388 — 2.49 (below 
par value 11% to 14.7%). Week’s open- 
ing 647, closing 660. 

Gold: per .945 tael 292% — 280%, 
week’s opening rate 289, closing 288.7/8. 
Equivalents per .99 tael 306.43 — 293.85, 
per .99 oz 254.65 — 244.20. Crossrates: 
US$ 38% — 38. Macao per .99 tael 
306 — 296, Canton per .99 tael 292% 
262. 

Local forward interest, in favour of 
sellers, for the week 52 cts = 9.44% 
p.a. (on week’s mean rate of 286%). 
Macao interest 37 cts. 

Silver: per .99 fine hongping tael 
5.05 — 4.97, per local and Mexican 
dollar coin 3.18 — 3.13, per Chinese 
dollar coin 3.19 — 3.13, per 20 cts coins 
(5 pes) 3.20 — 3.10. ‘ 

Banknotes: Philippine pesos 3.09 — 
2.36 (25 to 30% below par value with 
US$). Pound note 15.38 — 14.95 (New 
York US$ 2.42 — 2.39), Australian 
pound 12.70 — 12.50, Canadian dollar 
5.58 —- 5.54, Indian rupee 1.18% — 
1.1534, Burmese rupee .88 — .85, Cey- 
lonese rupee 1, Malayan dollar 1.85 — 
1.84%. 

Piastres (futures, nom.) 13.30, Nica 
guilders 22.90 — 22.50, Baht 27 (per 
100 currency units). 
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Japanese Trade Problems 


Free Trade & Abolition of Floor Prices 
A new pattern has been set for 
Japan’s foreign trade under the Oc- 
cupation; and the keynote is free 
transactions between private traders. 
With the exchange rate for the Jap- 
anese yen established at Y360 to the 
U.S. dollar, floor prices became un- 
necessary. Yet, it should be immediate- 
ly apparent that unless trade is carried 
out in a way that Japanese exporters 
and importers are enabled to maintain 
close and constant touch with market 
conditions abroad much of the gains 
that should result from the abolition 
of floor prices will be nullified. If the 
present system of “blind” trading is 
continued foreign buyers will drive 
hard bargains, while Japanese ex- 
porters, already encumbered with 
swelling inventories and up against an 
acute shortage of money, will be sorely 
tempted to dump their goods. 

A cursory survey of trade following 
upon the removal of floor prices on 
October 26, last, reveals that a con- 
siderable number of manufacturers 
are already offering cuts in prices. 
Their aim appears to be to obtain 
momentary relief from financial difficul- 
ties by clearing out inventories of 
textiles, machinery, general mer- 
chandise and other accumulated items. 


Chinese Financial Markets 


Official rates in Canton were raised 
as from Dec. 15 (in PB$):—TT Hong- 
kong 2500, notes 2000, TT New York 
16,500, US notes 14,000, TT London 
40,000, pound notes 36,000. Gold buy- 
ing price per troy oz 40,000 (unchang- 
ed), silver dollar coin 4800. (Cross- 
rates: HK$ 660 per US$ 100, US$ 2.424 
per £, HK$ 16 per £). Gold cross 
rate US$ 24%. 

Black market rates, usually difficult 
to establish, moved down from PB$ 
5000 to 3000 (ver one HK$ bank note). 
: Local market rates (high & low) on 

Canton 999 — 978 (per 1000 in Can- 
ton), on Shanghai 83 — 177 for gold, 
and 93 — 90 for US notes (per 100 in 
Shanghai). 

Subscription to the Canton authori- 
ties’ PB$ 15 billion compulsory loan is 
proceeding. and the total amount is 
about to be paid up by merchants and 


It is understandable that American 
and British circles should feel uneasy 
about this new development. However, 
the difficult position now held by Japan 
gives her no choice other than to sell 
at reduced prices. Needless to say, 
dumping is~something that should be 
avoided as far as is practicable. But it 
must also be realized that in nations 
where economic development has lag- 
ged behind that of more progressive 
countries the standards of living are 
appreciably lower. This being so, wage 
levels too are low; and if the accusa- 
tion of “social” dumping is brought 
against these backward countries they 
may find themselves deprived of their 
livelihood. Moreover, with Japan, the 
war and defeat have brought havoc 
en industrial plant; tools and equip- 
ment are obsolescent, while little has 
been done about wear and tear. Cost 
of production, therefore, tends to be 
high; so if Japan must be made self- 
supporting through export of manu- 
factured goods there is no other way 
than to reduce prices by keeping wages 
clown at austerity levels, however un- 
pleasant that may be. 

But aside from this basic problem 
the immediate effects following upon 
dumping of accumulated stockpiles 
must be given serious consideration, 


been stemmed and for the time being 
there is a better sentiment about the 
stability of the PB$ in relation to for- 
eign exchange. Conversion of for- 
eign bank notes is slow. 

Besides the state banks the follow- 
ing 6 private Chinese banks were au- 
thorised to deal in foreign exchange:— 
Shanghai Commercial & Savings Bank, 
Sin Hua Trust & Savings Bank, Kin- 
cheng Banking Corp., Young Brothers 
Banking Corp., Ho Cheng Bank, China 
Industrial Bank. 

The vigorous’ control measures 
adopted and enforced by the authori- 
ties in Canton have impressed the gen- 
eral public. Return of confidence is 
noticed in all parts of Kwangtung. 
Black markets are not. generally 
operating and quotations are irregu- 
lar and differ from one place to the 
other. The consensus of _ traders’ 
opinions in Canton is that the control 


Once the goods are sold off at cut 
rates and production is resumed it will 
be impossible, because manufacturing 
costs cannot be so easily reduced, to 
continue exports at such low _ prices. 
Then from another angle, although 
there may be a surge in Japanese ex- 
ports, the volume is strictly subject to 
overseas purchasing power. Particular- 
ly in the case of trade agreement na- 
tions, the exportable amount is limited 
by the reciprocal imports. Therefore, 
it appears somewhat too hasty to as- 
sume that the removal of floor prices 
will immediately cause a flooding of 
world markets with cheap Japanese 
goods. 

Actually, the biggest effect of eased 
restrictions on trade should _ result 
from the proposed import procedure. 
With imports too “blind” trading has 
been severely handicapping Japanese 
traders. For as long as no Japanese 
buyer is stationed abroad transactions 
cannot be handled on a fair or pro- 
fitable basis. Foreign trading houses, 
therefore, are making heavy inroads, 
while the Japanese importers remain 
helpless to do anything. Wheat and 
other foodstuff purchases are already 
being handled by private foreign enter- 
prises, but Japanese business is com- 
pletely out of the running. Then with 
the financing of import trade, even if 
the Government’s plan of furnishing 
funds through favored “stamped” trade 
bills should work out well, the de- 
ciding factor will be the difference 
between the low interest rates charged 
by foreign banks and the 10 per cent 
or so now usual in Japan. Should for- 
eign banks extend their dealings into 
Japanese buginess, domestic banks 
will certainly lose considerable clien- 
tele. In any case, steady increase in 
competition by foreign trading and 
banking firms in the domestic field may 
be expected. 

Tt will be seen from the foregoing 
that the easing of trade restrictions is 
not an unmitigated blessing. Japan’s 
economy as a whole may gain, but 
Japanese traders and banks will have 
to be on the look out for considerable 
difficulties. 


Unjustified British Apprehensions 

The abolition, as from October 26, 
of floor prices in Japan's export trade 
procedures has caused considerable re- 


others required to advance this amount measures of the new authorities as re- percussions overseas, particularly in 
to the Canton and Kwangtung govern- lating to financial and commercial 
ments. The rise in cost of living has operations are bound to succeed. 
HONGKONG UNOFFICIAL EXCHANGE & BULLION QUOTATIONS 
In HK$ per US$100; per hongping tael of .945 fine; per Chinese silver dollar coin. 
U. S. $ 
Gold .945 Silver Silver Notes Drafts T.T. 
high low tael coin high low high low high low 
December Z oe mage 
2 Mavsrets: si5xa0e ayplenatateraeral? : 291 2821, 4.97 3.1314 642 63534 645 640 
ES wre cetiersncs Hote hattialerwve Decline 284% 280% 4.96 3.13 64016 635%4 644% 641 647 644 
14 Neyatlarat Asap AO Shah sis. 290 281% 4.96 3.14 650 63912 653 645 656 647 
Se aetna: Sitaeithraess ove Seis 292.1% 287 4.98 hing 658 64812 662% 653 66612 656 
16) cneaideeats ar erpaiel ste 292 288 5.05 3.16 663 655% 66514 661 670 663 
LU eee shavetocavele motets) fetal 289 28614 5.02 3.18 658 65212 660 655 663 657% 


a a A A RT 


808 


the United Kingdom, ‘The British 
Board of Trade and the Foreign 
Office were deliberating on the 
effects of the removal of Japanese 
floor prices and were contemplating 
joint action for the sterling area ,in 
the event Japanese exporters shouid 


engage in unfair competitive practices. 
Subsequently, the issue was brought 
before the Commons by a Labor 
Member who wished to know whether 
the abolition had been previously 
agreed to by His Majesty’s Govern- 
ment. The question was answered on 
November 2 by the Secretary of Trade 
in a published statement to the effect 
that although two weeks previous 
to General |MacArthur’s — statement 
(regarding floor prices abolition) noti- 
fication that the measure was being 
considered had been _ received no 
agreement was sought nor had _ been 
considered necessary, and that discus- 
sions were under way as to whether 
or not recommendations should be 
made to General MacArthur regarding 
measures for preventing dumping and 
other unfair practices. 

It can be seen from the above re- 
ports that the British fear of encroach- 
ment by Japanese goods is stronger 
than might have been expected. In 
the overseas reactions to the easing of 
trade restrictions in Japan can _ be 
discerned the tendency to view any 
attempt to promote Japan's exports 
some underhand method of competi- 
tion. Most nations are frantically seek- 


ing trade outlets, and the United 
Kingdom happens to be most hard 
pressed. It is difficult for Japanese 


traders to understand the selfish at- 
titude of ignoring Japan’s difficulties 
by attacking or exorcising the bogey 
of dumping and unfair practices 

Although it is not quite clear to 
Japanese traders just what British 
circles mean by “dumping of Japanese 
export goods,” two possible forms of 
underpriced export sales can he 
imagined. One way would be to sell 
goods at high prices at home and use 
part of the profits to cover the loss in- 
curred from selling cheaply abroad. 
The other method would be the pro- 
ducing at low wage levels, thereby 
making it possible to quote low prices 
for export goods. If it is these two 
forms of dumping that are _ feared, 
the point is being completely missed. 
The removal of Japanese floor prices 
is conditional on the pricing of exports 
at not lower than domestic levels .The 
question as to what constitutes “domes- 
tic” prices may be raised because of 
the confusion created by the simul- 
taneous existence of official and black 
market prices. But in any case, the 
first method of dumping is out of the 
question. 


As for the low wage level method, 
all industries are now under . strict 
hmitations imposed by the Labour 
Standards Law; and iit is not only 
impossible to hire labour at lower than 
the accepted wage level, to use minors 
Or impese longer working hours, but 
welfare facilities comparable to those 
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of more advanced nations must be 
furnished by the operator. In this res- 
pect, conditions differ almost com- 
pletely from those of pre-war days 
when it was sometimes possible to 
“sweat”? workers at low wages. There- 
fore, no fear of the second method of 
dumping need be entertained. 

The contention that low wages have 
disappeared cannot be immediately 
taken to mean that Japan’s wages have 
risen to Western levels: pay in Japan 
is far lower than in the United States 
or in Britain. But this is due to vari- 


ous factors including, ameng others, 
the fact that individual earnings are 
small because insufficient wealth 


makes for low national income, while 
the unit cost for prime commodities 
is relatively low. In order to extricate 
herself from this intolerable situation 
Japan has no other way than to make 
her living as a manufacturing nation. 
If the development of her trade is re- 
stricted in any way, it may become 
impossible for Japan ever to raise her 
wages to a more reasonable level. 

As for the “other unfair practices” 
of which fear is expressed in Britain, 
it is doubtful what is implied. Perhaps 
the government subsidies for import, 
export and home produced goods. to 
cover price differences are referred to. 
If that is so, then again the situation 
in Japan is not being properly under- 
stood. The Japanese Government, it is 
true, is furnishing large subsidies to 
adjust for price differences. Some of 
these are carry-overs from the war 
years, but on the whole they are 
temporary stopgaps to prevent disinte- 
gration of the price structure. The 
grants have already been reduced this 
fiscal year, and further big slashes are 
expected during fiscal 1950-51. 


The Tokyo Stock & Share 
Market 


_ Dullness prevails in the Tokyo securi- 
ties market. Despite a once apparently 
hopeful mood for an autumnal pick-up, 
the market situation in recent weeks 
shows scarcely any sign of improve- 
ment. Excessive sale of new stocks 
despite monetary stringency is largely 
responsible for the weak market. Not 
very long ago, when investment in 
securities was in great vogue, several 
securities dealers had appointed lady 
advisors to sit at their information desk 
to wait upon the fair sex that came to 
invest their pinmoney in stocks. But 
here as everywhere money soon failed 
them. 
engendered by inflationary economy died 
under the axe of the “Dodge formula.” 

Today the total amount of money 
needed by speculative dealers is estimat- 
ed at Y40 billion but they cannot find 
place in which to raise such a great sum 
of money. Sellers of Japan Electric, 
Japan Soda, Hitachi Electric, etc., 
which have been recently put on sale, 
are complaining of the weak public 
demand. Some of the securities under- 
writers who undertook to sell those 
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stocks could only tide through 
bank credit. ; 

Investors do not generally pay in 
the amount of new stocks allotted to 
them. Funds for the payment are 
usually raised with difficulty only. 
Under such circumstances, prices even 
of leading stocks had to drop like other 
inferior stocks, thus causing concern in 
securities market. To rectify such a 
turn of trend, some dealers are plan- 
ning to form a syndicate through which 
they might more conveniently fall back 
upon bank credit. But after all the 
amount of money that they may thus 
draw from banking organs will not be 
more than Y600 million, an amount 
scarcely adequate. It will still take 
some time before the Tokyo securities 
market could come out of its prevailing 
dullness. 

A noticeable development in recent 
months is a revival of dividends to 
share-holders. 


Companies Companies 
issuing listed which 


over 


stock carried out % 

dividends 
August 1947 407 52 12.7 
August 1948 484 106 21.9 
August 1949 512 216 42.2 
The rate of dividends ranges from 10 


per cent to 20 per cent, of which the 
majority were 10 per cent. Of all the 
issuers, those which could afford to give 
dividends from 15-20 per cent of 
capital numbered 30, and those giving 
out more than 20 per cent 16. 

Looking at this from the angle of 
current taxation, one of the barriers 
preventing the early revival of divid- 
ends lies in the excessiveness of the 
tax load in the form of a corporate tax, 
local tax, business tax, etc. A com- 
pany willing to give 10-15 per cent 
of capital as dividends to share-holders, 
must first of all reserve profit amount- 
ing to 50 per cent of capital. Even if 
the company managed to pay 10 per 
cent of capital to share-holders, tax at 
source which the Government collects 
from the latter will reduce his take- 
home income to 80 per cent. 

The recently announced Shoup Mis- 
sion recommendations aimed among 
other things at encouraging the ac- 
cumulation of capital together with in- 
ducement of private funds to stock in- 
vestments. Some of the tax complica- 
tions obstructing stock investments will 
disappear in proportion as the Govern- 
ment repeals several of those unreason-: 
able taxes under the recommendations. 
Anyhow it is a noteworthy develop- 
ment, in the course of the cessation of 
inflation, that public attention has 
become more than ever conscious of 
the significance attached to dividends. 
Market Report 

In the absence of no positive stimu-- 
lants, transactions on the Tokyo 
Securities Market remain low and ir- 
regular. No encouraging measures 
have been taken by the Government so: 
far to alleviate the tight money situation 
in securities circles, to restrict excessive 
releases of sizable volumes of stocks and 
to solve other major obstacles tending to 
damp market sentiment. On __ the 
strength of wishful expectations from 
the second visit of Minister Joseph M. 
Dodge, quotations on the Tokyo Securi- 


1949 


ties Exchange made slight 
on a wide list towards the close of 
October, as traders hoped that Mr. 
Dodge might be in favor of the de- 
valuation of the yen as a means for 
coping with the pound sterling devalua- 
tion. Market sentiment, however, 
again grew gloomy from the start of 
November, as it became clear that such 
wishful thinking was groundless. The 
marginal recovery at the end of Octo- 
ber was partly attributable to the 
brightened prospects of textile exports 
due to the abolition of the floor prices 
for export products. Traders, however, 
did not attach unconditional optimism 
to the floor price abolition as future 
development would depend on the 
attitude of British traders which was 
critical and aggressive. 

' For ali the gloomy sentiment pre- 
vailing in the market, there is every 
possibility of stock prices recovering as 
present share prices have hit the bot- 
tom and the Government is not ex- 
pected to let the situation stand as it 
is. General expectation that Mr. Dodge 
and other U.S. economic experts now 
visiting Japan will take steps to invi- 
gorate Japan in her effort toward 
economic self-sufficiency will further 
enliven the market as the year draws 
to a close. 


recoveries 


Average Quotations of 60 Pivotals 


Low Average 


Y1725 Y194.2 
171.2 183.5 
2065 2226 
217.0 231.46 
248.0 248.9 
1822 209.1 
173.0 176.8 
1709 188.3 
1806 1896 
151.7 155.7 


Japan’s Gold Production 


In view of the importance of gold as 
a universal means used for settlement 
of balance of accounts, the Japanese 
National Resources Board plans the 
“boosting of gold output. The five-year 
plan prepared by the Board will cost 
32.8 billion during the period from 1949 
through 1953. The program will also 
contribute to solve the unemployment 
problem in the copper industry. The 
supply of materials badly needed for 
geld mining will be increased. Some 
of these materials have been scarce due 
to the priority hitherto attached to the 
promotion of coal output. The short- 
age of money and material coupled with 
the uncertainty of the market situation 
have been responsible for the decrease 
in gold output. The newly drafted 
program aims at promoting the national 
output to 10 tons yearly through re- 
habilitation of the industry within the 
five years to come. 


Before the war, gold output in Japan 
was 22 tons in 1936, 26 tons in 1939, and 
later averaged 25 tons during the period 
from 1940 through 1943. In 1944, it 
dropped to 12 tons owing to the exist- 
ence of the wartime controlled economy 
which had drastically curtailed labour 
and material in an effort to expand the 
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Textile Machines of Japan 


Among the large variety of textile 
machines and equipment made in 
Japan, the most important are looms 
and spinning frames. During the 1947- 
48 fiscal year 23,935 looms were manu- 
factured, and the figure trebled to 
71,611 units in 1948-49. The three- 
month production figure has eclipsed 
the 20,000 unit mark since the October- 
December period, 1948, but the increase 
slackened in the January-March period, 
this year (cf. Table 1). This reces- 
sionary trend is indicated all the more 
clearly in the monthly output figurés, 
as listed in Table 2. Production in- 
creased month after month in 1948 and, 
although it slightly declined in January, 
exceeded the 8,000 unit mark in Feb- 
ruary, March and April. But it turned 
down in May. As for spinning frames, 
nearly 200 units were manufactured 
every month since February, this year, 
but a downward trend was_ seen in 
July and August. 


munitions industry. The tapering out- 
put practically dropped to nil when 
Japan lost the War. A slow improve- 
ment has been registered since then. 
Due to the loss of Korea and Formosa, 
which had contributed about half of the 
national output, together with inflation- 
ary difficulties, gold production in 1948 
was only over 3 tons. 


A refinery located at Takatama, 
Fukushima Prefecture, (owned by the 
Nippon Mining Co.) has been the only 
installation left to Japan at the end of 
the war. The Konomai works located 
in Hokkaido recently obtained approval 
to be reopened by the Seika Mining Co. 
The new installation will be equipped 
to refine 400 tons of gold ore daily. 
Other refineries slated to resume opera- 
tions within the near future are that of 
Mitsui Mining Co. located at Kushikino, 
Kagoshima Prefecture, and the Mochi- 
koshi works owned by the Naigai Min- 
ing Co. in Shizuoka Prefecture. 


Oother refineries which are scheduled 
to resume operation are as follows:— 


Location District Owner 
Chitose Hokkaido Chitose Mining 
Todoroki ‘“ Tanaka ” 
Ooya Miyagi Prefecture Nippon Pr 
Kasuga Kyushu a x 
Arakawa - 
Yamakeno = Aso os 
Taioi * Teikoku ,, 
Ookuchi "L ye * 
Fuke ’ Rasa ” 
Japan’s Gold Output 
(In kgs.) 
1948 1949 
SMANALY. 0 te asiaisinc's. aisle siscsie a 253 322 
FEBUIALS | cncumipass coe tess 303 333 
MATCH Eo oes cor 191 320 
April 209 298 
y 172 315 
June 223 287 
atty si xpsenet 162 386 
ABBUBE Micowe sels 2d sos meee SAL — 
September’ Ooo caaacaaec catieres 384 _ 
October. ...50%:2422 246 — 
November ..... 247 — 
December .......- 305 _ 
otal i tees cstead oe alates 3,036 2,261 
Monthly Average .... 253 323 


Output figures calculated by the 
Japan Textile Machinery Manufactur- 
ers Association, however, widely differ 
from the statistics made public by the 
Ministry of International Trade & In- 
dustry. The output of looms, for 
instance, was nearly one half the 
official figures quoted in Table 2: 4,600, 
4,500 3,900 and 3,800 units, respectively, 
in April, May, June, July and August 
this year. On the contrary, the units 
of spinning frames manufactured are 
about threefold those listed in Table 2: 
612, 625, 645, 603, and 621 units, res- 
pectively, in April, May, June, July 
and August. 


1. Production of Looms 


(In units) 
1947-48 1948-49 1949-50 
ABb. QUATUERD ss.ccinsiate 2,934 12,866 23,410 
2nd il. eens 5,082 15,146 
3rd ee aaa cane 7,136 20,282 
4th ae  copanpcd 8,783 23,357 
SPOLAL «ais aaa sigca 23,935 71,611 


2. Production of Looms by Month 


(In units) 
1948-49 1949-50 
April 3,882 8,659 
May 4,484 1,768 
June 4,460 6,983 
SUly 6 case cca 4,600 6,441 
August Sse Haan 5,294 4,850 
September ...... 5,252 
October insets 6,123 
November 6,705 
December 7,454 
January 6,566 
8,612 
8,179 


3. Production of Spinning Frames 


by Month 
(In units) 
1948 
MODs sidelsrais = ciaip 107 Jan. 
OCES” Biheeeoc sc 184 Feb. 
INOUE, ear cee 204 Mar. 
Decl Was ainsces 151 Apr. 
May 
June 
July 
Aug. 


Looms and spindles are two of the 
most important export items among 
Japan-made machines and appliances. 
In the 1948-49 fiscal year, $9,288,000 
worth of textile machines was export- 
ed. The largest item was 78 cotton 
spinning frames, with a total spindle- 
age of 203,152, which made up more 
than one half in terms of value. The 
second largest was 7,005 looms, the 
combined value of which accounted for 
a quarter of the total. The best client 
was India, which bought about two- 
thirds of Japan’s aggregate exports, 
including all types of textile equip- 
ment. Hongkong came next, followed 
by Belgium and Pakistan. Cotton 
spinning frames were shipped to India, 
Hongkong, Pakistan and China in the 
order of importance; cotton looms, to 
Java, Britain, Belgium, India, Egypt 
and Hongkong; and silk-rayon looms, 
to India and Belgium. 
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4. 1948-49 Exports of Textile Machines 


Value 
Quantity ($1,000) 
Cotton Spinning ( 203,152 Spndl. 5,539 
HVAMes: busch eos ( 78 Units 

Worsted Top Mak- « 

ing Machines ... Oy Pe 66 

Silk-Rayon Looms ZiGls) 35 1,107 

Cotton Looms .... 4,372 ,, 1,639 

Woollen Looms .. 20°» 2 

DGbbies) Fa... 2 osc 896, 92 

Jacquards ........ SOL gee 147 

Knitting Frames .. ( 79,700 Pes. 238 

( 484 Units 

Preparing Machines ( 190.8; 188 
( 856,877 Pes. 

Fish Net Making ( 10 Units 13 
Machines. ...... ( 1,212 Pes. 

Dyeing & Finishing ( 19 Units 85 
Machines. ....... ( 448 Pcs. 

Twisting Machines 87 Units lil 

Braiding Machines 60) = 35 190 

Parts & Accessories 3,000,000 Pes. 61 

Total’ wwshevses —_ 9,288 


The pound devaluation is likely to 
bring about serious effects on Japan’s 
exports of textile equipment as_ the 
clients are all in the sterling area and 
because the formidable competitor is 
British. With cotton automatic looms, 
for instance, due to the pound debase- 
ment, the cif. price of British-made 
looms will be cut down by 30 per cent 
or to the same level as the fob. floor 
price of Japan-made units. Including 
freight and insurance, Japan-made 
looms will be higher than British makes 
in foreign markets. In the case of 
silk-rayon looms, prospects are not so 
dim. 

These companies are now very active 
but it is problematical if their present 
boom will continue for long. It is 


ers are still hesitant to make contracts 
in anticipation of a yen exchange 
lowering. There are indications that 
Japanese makers will henceforth be 
obliged to put more emphasis on the 
home market rather than on overseas 
customers. 

Toyoda Automatic Loom’s monthly 
production is estimated at approximate- 
ly Y150 million, of which spinning 
frames represent 70 per cent. Further- 
more, about 70 per cent of its spinning 
frames is scheduled for export. With 
its backlog just enough for operation 
by the end of this year, the company 
will have to scale down its production 
line, putting emphasis on domestic 
needs, unless export contracts are con- 
cluded smoothly in the future. Howa 
industry’s monthly output is also es- 
timated at Y150 million, of which 
spinning frames represent more than 
80 per cent. About 90 per cent of its 
spindle prodlction is for overseas 
shipments. Its manufactures are ex- 
ported mainly to Burma, Siam, Aus- 
tralia and South America, whereas 
Toyoda’s are destined to India, Pakis- 
tan, Brazil and Ceylon. 

Suzuki Loom and Enshu Loom are 
noted for their long experience and 
superior technique in loom making. 
Their monthly productions are Y45 and 
Y60 million, respectively, and both of 
them have Y100 million worth of un- 
filled orders or just sufficient for opera- 
tion by next December. Export con- 
tracts now are not being made smoothly 
although inquiries are coming as ever 
before. 


5. Monthly Capacity of Leading Textile Machine Companies 


Cotton 
Spinning Looms (in unts) 
Frames 
(1,000 Automatic Plain Silk- 
spindles) (Cotton) (Cotton) rayon 
Toyoda Automatic Loom. ............ 20 600 — _ 
Towa MNCuUSETypetts +. craters ciclaterenaters os 20 * 600 — 
Osaka Machinery Works ............. 15 —_ _ 
Osakkawisiko GK iAmisicisiet. smueentavae cis fore 15 —_— — — 
KOtODUKI INGUStL Ys seis s.e-cthel els cmtniate é : 10 _ 400 — 
Higashi Nippon Textile Machine In- 

CUSTER YA, | ateetitisgsesne eres ics ais-entiret she ayateirerel oc 10 — — — 
Daiwa Machinery Industry .......... 10 — — —_— 
Ishikawa Seisakusho .....s0000.0s400- 10 — 200 — 
PONISI OOO Mette sccncee otetes (nas sistaya sifolnitays (le — 500 — — 
SUZUE LOOM irs <a pamiciei + +/esia snr ares oF _— _ 500 — 
FHITANG: SCISAKUSGON andsuietiads sie marae ouch _ — 600 —_— 
PaO SOO’ acetecis.: cmieiaecexeroleibye +. <6 —_ — 200** — 
Nogami T200m west. s:mectiehatare obhe. noes eee 3 — — 100 — 
Tsuda-koma Industry ..........0es005 _ — — 550 
Hokuriku Machinery Industry ....... — — —_— 400 
MatsuyamacLoormin siockns sem oui hiees — — —_— 350 
MatsuicaWiae LOOM « cistsretstern olalers sie enielers — — —_ 150 
Yamagata: Industry” soxcinss stare. « — — — 150 
NASshin OOM, vest oe siete s.srsres vlele ete ets — — oo 100 
Ishikawa Loom (former Kanazawa Iron 

WOxKS) mage s-ccct arene | arenes — _ 100 
Takahashi Spinning Frame .......... _— 70 

* Howa has just begun making automatic looms. 

** Towel looms. 
feared that their production will de- Ishikawa Prefecture on the Japan 
cline next year as orders on hand are Sea _ coast is the centre of the silk- 


just enough for operation by the end 
of the current year and it has become 
considerably difficult to get new con- 
tracts from clients at home and abroad. 
Especially gloomy is the trade outlook 
owing to the pound devaluation and its 
aftermath. For instance, foreign buy- 


rayon loom industry, so much _ so 
indeed that it turns out 60-70 per cent 
of the nation’s total production. Big 
three makers in this area are Tsuda- 
koma Industry, Hokuriku Machinery 
Industry and Matsuyama Loom. Com- 
pared with the second half of 1947, 
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Tsuda-koma Industry’s loom output in 
the first half of 1949 was 5.8 times; 
Hokuriku Machinery Industry’s, | 3.5 
times; and Matsuyama Loom’s 5.2 times. 
In the same period their sales jumped 
12.6, 7.2 and 9.4 fold, respectively, due: 
to the repeated raising of the official. 
prices. Such a rapid postwar recovery 
is ascribed to: (1) the strict wartime 
ban on textile equipment manufacture, 
(2) serious wartime damages of silk- 
rayon looms (it is estimated that about 
62 per cent of prewar loom facilities 
was damaged by air raids or scrapped 
for military purposes), (3) rising 
domestic needs for looms inspired by 
the weaving boom just after the war’s 
end and (4) the flood of overseas. 
orders, especially from India. 

But the industry now has to effect 
some sort of adjustment. With May 
or June as a peak, production of silk- 
rayon looms has been on the down- 
grade. The official price was abolished 
in September, and some manufacturers. 
are cutting down their sales prices by 
20-30 per cent. Domestic demand is 
declining as the textile boom has cooled 
down, and, furthermore, export out- 
look is rather dim. Production cost, 
on the other hand, is likely to rise with 
the abolition of the price adjustment 
subsidy for iron and steel. To cope 
with such a predicament, there is no 
alternative but to carry out industrial 
rationalization more energetically than 
ever. 


Developments in Burma 


There was no improvement in the 
economic situation in Burma during 
September, as Government forces re- 
tained control of only limited areas of 
the country. Various groups of insur- 
gents continued to block the north- 
south surface lines of communications 
so that government agencies and pri- 
vate traders were forced to rely chiefly 
on the “Burma airlift” to transport per- 
sonnel and goods between Rangoon 
and up-country. 


Rice loaded and shipped in Septem- 
ber totaled 67,077 long tons of rice and. 
865 tons of bran, 39 percent of the rice 
being loaded at Bassein. Burma’s rice 
shipments for the first 9 months totaled 
1,021,087 tons, compared with 1,072,897 
shipped during the corresponding 
period in 1948. Rice stocks at Ran- 
goon and Bassein are diminishing as 
insurgents continue to hamper the 
movement of paddy from the northern 
half of the fertile Irrawaddy Delta. 
area. More than 200,000 tons of paddy 
reportedly are still blocked in the in- 
surgent-held Henzada-Prome area. 


Forecasts regarding the size of the 
1949-50 rice crop are pessimistic. Many 
now believe that the area planted in 
paddy may not exceed 7,500,000 acres, 
a 25 percent drop from last year’s plant- 
ing. Hence, Burma’s 1950 export 
beeen will be considerably re- 
uced. 


The: first postwar rice shipments to 
Japan commenced in September with 
15,495 tons being loaded. Burma will 
receive Japanese cotton yarn and 
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manufactured goods in exchange, in ac- 
cordance with the barter trade agree- 
ment signed in Tokyo last January. 

The paralysis of other major segments 
of Burma’s economy continues as the 
result of the civil war. The Rangoon 
and Moulmein teak sawmills remain 
closed in the absence of logs to mill. 
Bandit activity in the Pakok- 
ku-Yenangyaung area since March has 
reduced the number of logs awaiting 
rafting to Rangoon from 43,000 to 37,- 
000. Up-country mining is at a stand- 
still, although a few of the larger tin 
mines along the Tenasserim coast con- 
tinue to operate. The Chauk oilfield 
area is surrounded by insurgents; con- 
sequently the Burmah Oil Co. has had 
to further reduce production operations 
because of its inability to distribute 
products refined except by occasional 
river convoy to Mandalay. 

On September 12, the Finance Minis- 
ter presented the Government’s budget 
estimates to Parliament. He reviewed 
the Iosses suffered by the Government 
as a result of civil strife during the past 
year and reported that the budgetary 
deficit for the fiscal year ended Sep- 
tember 30, 1949, would be 74,400,000 
rupees. Only by using funds ear- 
marked for rehabilitation and develop- 
ment had the Government been able 
to hold down the deficit to this figure. 
The budget for the 1949-50 fiscal year 
contains total revenue of 573,500,000 
rupees and expenditures of 597,100,000 
rupees, 39 percent of the latter being 
for military and police purposes. In 
order to increase revenues, the Gov- 
ernment proposes to introduce a gene- 
ral sales tax, plus increases in betting, 
liquor, income, and _ entertainment 
taxes. The Government also antici- 
pates a 50 percent increase in customs 
revenues. 

On September 19, Burma devalued 
the rupee simultaneously with the 
devaluation of the pound sterling, re- 
taining the parity of 1 rupee equals 1 
shilling 6 pence, which implies a basic 
rate of 4.76 rupees to the dollar. Im- 
ports from the United States will be 
further restricted. The Government 
will endeavour to sell more rice at in- 
creased prices to Japan, Pakistan, and 
the Philippines. The long-term effect 
of this devaluation would appear to be 
the closer integration of Burma in the 
economic sphere of the sterling area. 

On September 22, the Prime Minis- 
ter issued a policy statement on the 
Government’s industrialization pro- 
gramme which again emphasized Bur- 
ma’s need for foreign capital, and 
which clarified the conditions under 
which foreign enterprises could operate 
in Burma. The statement demarcated 
those areas reserved exclusively for 
governmental operation (atomic energy 
and munitions), and those which the 
Government would operate in partner- 
ship with private capital or which 
private entrepeneurs could operate ex- 
clusively for a fixed period of time. 
All other areas are opened to private 
investment. Inducements to foreign 
investors include provision for the re- 
mission of dividend payments and the 
use of Burma’s foreign exchange to 
purchase capital equipment for plant 
expansion or renewal. 
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Trade of Indonesia 


Experts from Indonesia during July 

amounted to 574,436 metric tons valued 
at 94,218,000 guilders. This represents 
a decrease of 21.7 percent by weight and 
27.4 percent by value from the preced- 
ing month’s figures of 733,748 tons 
valued at 129,838,000 guilders. 
_ The volume of exports for a few ma- 
jor items during July, with June figures 
in parentheses, was as follows: Petro- 
leum, 427,077 tons (569,403); bauxite, 
70,672 tons (51,598); rubber, 19,685 tons 
(27,591); copra, 30,965 tons (35,432); 
palm oil, 2,557 tons (5,228); tin metal, 
2,453 tons (3,051); and tea, 2,405 tons 
(3,810). 

Petroleum continued to be the leading 
export, accounting for 30.7 percent by 
value of total July exports, followed by 
rubber with 18.6 percent; copra and 
tin — 14.5 percent; and tea, 5.5 per- 
cent. 


Exports in July 1949 


Weight Value 

(metric (000 
Item tons) guilders) 
AOI eeeoodccasen 574,436 94,218 
19,685 17,556 
30,965 13,682 
2,405 5,162 
é 2,557 2,333 
Cinchona & quinine on 690 1,911 
Petroleum 28,921 
Tin ore (1) . 13,696 
All-other ..... 10,957 


(1) Metal content, 


Exports from Indonesia to the Nether- 
lands during July 1949 amounted to 
38,031 tons valued at 29,107,000 guilders 
representing 30.9 percent by value of 
total Indonesian exports. The United 
States share was 71,566 tons valued at 
13,179,000 guilders, equal to 14 percent. 
Other European countries accounted for 
10.1 percent of the total; Far Eastern 
countries, 36.4 percent; and all other 
countries, 8.6 percent. 

Rubber accounted for 42.6 percent by 
value of exports to the United States; 
tin ore, 26 percent; palm oil, 14.2 per- 
cent; and bauxite, 5.7 percent. The re- 
corded volume and value of these major 
exports were as follows: Rubber, 5,940 
tons—5,618,000 guilders; tin ore, 847 
tons—3,425,000 guilders; palm oil, 2,046 
tons—1,868,000 guilders; and bauxite, 
61,847 tons—749,000 guilders. 

The cumulative total of exports from 


‘January to July 1949 amounted to 


4,067,927 tons valued at 763,510,000 
guilders an increase of 48 percent by 
volume and 44 percent by value over 
January-July 1948 exports amounting to 
2,754,524 tons valued at 531,926,000 guil- 
ders. 

Imports into Indonesia during July 
1949 totaled 378,567 metric tons valued 
at 141,561,000 guilders, representing an 
increase of 190 percent by volume and 
18.5 percent by value over June 1949 
imports of 130,521 tons valued at 119,- 
504,000 guilders. 

The increase of 248,046 tons in weight 
of July imports as compared with June 
was accounted for principally by an in- 
crease of 220,896 tons in petroleum im- 
ports. Rice and petroleum accounted 
for 31.6 percent and 48.1 percent, res- 
pectively, of an increase amounting to 
22,057,000 guilders in the total value of 
imports. 
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Imports in July 1949 


Weight Value 
(metric (000. 
Item tons) guilders) 
EOLA en ie actuals ceiaeelae 378,567 141,561 
Milk products except but- 

ter: 87 Cheese Gh aatiad ccs 2,801 2,986 
Rice, hulled ... 28,543 12,206 
Wheat flour 7,541 2,720 
Cotton yarn 932 5,371 
Cotton piece goods & 

SATONES: ajc cise emnsncs ote 2,672 19,295 
Petroleuyy  -jsanusrcneias 263,991 14,782 
Structural steel & roofing 2,143 2,012 
Nines: Wt e..s/<tie wee ocle 2,780 9,499 
Electrical machinery and 

Gabler Grtscn cepa Covi sete 1,121 3,619 
Passengers cars, trucks, 

GEN DUSSES eeiiais-c oh sree 2,399 4,819 
AUN Ofherwe. 5 He Sit nisijesiersaes 63,644 64,252 


The cumulative total for January to 
July imports amounted to 1,429,009 tons 
valued at 786,554,000 guilders an in-- 
crease of 57 percent by volume and 36 
percent by value over imports during 
the corresponding period of 1948, 
amounting to 911,620 tons valued at 
577,289,000 guilders. " 

The negative balance of trade during 
July amounted to 47,343,000 guilders. 
Visible foreign trade for the period 
January to July 1949 showed an ad- 
verse balance of 23,044,000 guilders. 


Developments in South Korea. 


Food and Agriculture:—Despite in-- 
adequate rainfall limiting rice plant- 
ing to about 50 percent of the paddy 
jland in Kyonggi Province, it is expect- 
ed that the 1949 rice crop of the Re- 
public of Korea will approximate 
2,130,000 metric tons as a result of the 
more favourable rains in the other 
provinces. The self-sufficiency in foods. 
of South Korea this year, for the first 
time since the liberation, is attributable 
chiefly to the large rice crop in the 
fall of 1948—one of the largest in 


Korea’s history—and to the 1949 
summer grain crop, which was the 
largest in postwar years. By Septem- 


ber 1, 1949, about 95 percent of the- 
Government’s contemplated summer 
grain purchase goal of 70,000 suk (1 
suk=about 5.1 bushels) had _ been. 
achieved. The increased availability 
of fertilizers and the favourable far- 
mer reaction to the current summer 
purchase program is expected to 
occasion a generally good fall veget- 
able crop and a fall planting of a sub- 
stantially larger acreage of 1950 sum- 
mer grains. In light of this improved 
outlook for cereals, the Korean Gov- 
ernment is planning to export about 
1,000,000 suk of the proposed 4,300,000 
suk of the fall rice purchase to Japan 
and other areas, compensating this ex- 
port with the import of cheaper grains 
(wheat or barley) to meet domestic 
food requirements. This proposed ex- 
port of rice is considered necessary to 
increase the availability of foreign ex- 
change to help finance essential im- 
ports. 

Mineral Production:—Coal output in 
the Republic of Korea dropped from 
nearly 92,000 metric tons in July to 
an estimated 85,000 tons in August. 
The decline is partially explained by 
power failures and transportation dif-- 
ficulties, but the basic reason is be- 
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lieved to be difficulties in Government 
control and financing. The Govern- 
ment is reportedly planning to seek 
National Assembly action in the esta- 
blishment of a National Coal Authority 
to place vested mines, which account 
for about 95 per cent of production, on 
a business basis. Despite these. diffi- 
culties, however, there is no anthracite- 
coal shortage in South Korea, in- 
digenous coal stock piles being estima- 
ted at 500,000 metric tons. Factors 
contributing to increasing anthracite 
stock piles include transportation pro- 
plems and difficulties of distribution 
through Government machinery, but 
the basic cause is the high price of 
coal to industry of 8,000 won per ton 
for anthracite lump and 6,500 won per 
ton for dust, plus the Government re- 
quirement that payment for coal be 
made prior to delivery. Current stock 
piles, however, may be _ substantially 
reduced as a result of the resumption 
-of sales for private consumption. Pre- 
sent bituminous-coal stock piles, on 
the other hand, are estimated at 175,- 
000 tons and will meet minimum re- 
quirements only until December. Part 
of Korea’s bituminous-coal require- 
ments may be imported from sources 
other than Japan. 

Other mineral production also de- 
clined during July. Only gold and 
amorphous graphite were produced in 
larger quantities in July than in June, 
as reflected in index numbers with the 
1948 monthly average equaling 100; 
gold rose from 39 in June to 57 in 


July, and amorphous graphite rose 
from 299 to 377. Other production 
included tungsten concentrates (65 


percent WO’) dropping from 137 in 
June to 117 in July, crystalline gra- 
phite dropping from 88 to 71, electroly- 
tic copper from 112 to 88, and silver 
from 10 to 8. 

Electric Power and Industry:—An 
average electric-power production of 
78,098 kilowatts in August reflected an 
estimated increase of 11 percent over 
an average production of 70,300 kilo- 
watts in July. The increase in pro- 
duction was due to greater availability 
of water for hydroelectric plants, which 
contributed 56 percent of total power 
in August as compared with only 57 
percent in July. Increases in hydro- 
electric generation, however, were par- 
tially offset by a decrease in thermal 
plants, particularly the Yongwol plant 
which curtailed production to rebuild 
its depleting coal stock piles. 

Indications are that over-all indus- 
trial output in August increased over 
that of July, largely as a result of 
greater electric-power availability. The 
Government is seeking legislative 
action in the disposal of vested Japan- 
‘ese properties which comprise about 
90 percent of South Korea’s mining 
and industrial plants. Under Govern- 
ment direction, these properties are 
operating at a loss, and it is believed 
that decentralization will permit pro- 
fits and provide the Government with 
revenue. 

Finance:—Continued heavy Govern- 
ment deficit spending in the Republic 
‘during August added to the inflation- 
ary pressure, expenditures in August 
‘exceeding revenues by  4,500,000,000 
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Progress in South Korea and U.S. Help 


The Republic of Korea, organized in 
August 1948, has experienced charac- 
teristic growing pains. Internally, these 
consisted chiefly of the manoeuvering of 
various political parties to gain advant- 
ageous positions over their opponents. 
Externally, the Republic continued to 
resist pressure from the Communist- 
dominated . government north of the 
38th parallel. Communist raiding 
parties were repelled on several occa- 
sions and the Republic has demonstrat- 
ed both the will and power to defend 
its soil. With increased local produc- 
tion and continued American aid, 
political stability is becoming evident. 
Economic disruption resulting from the 
partition of an economically integrated 
country continues to present grave 
problems to the new Republic. South 
Korea, predominantly an agricultural 
and fishing area, was dependent on the 
industrial north for such essential com- 
modities as electric power, fertilizers, 
coal, and machinery. Chemical fertil- 
izers, for example, formerly obtained 


from the north, have to be imported in 
order to produce a rice crop which will 
provide exportable surpluses. — The 
amount of electric power available, 
while increasing, is still far short of the 
volume used when northern power 
sources supplied South Korea. In May 
1948 transmission of electric power 
from North Korea was completely cut 
off. 


Industrial Production:—Korean indus- 
tries made consistent progress during 
the first half year and for some com- 
modities, such as cotton yarn, cotton 
cloth, paper, and salt, production ex- 
ceeded any previous quarter since the 
liberation. This record was made 
possible by the arrival of many critical- 
ly short items from abroad and mining 
of increased amounts of coal. The 
following table indicates average 
monthly output of principal commod-. 
ities in the second quarter of 1949 
compared with the first quarter and 
with 1948: 


Production of Principal Commodities 
(Monthly averages) 


1949 
Percent 
change from 


1948 1st Qtr. 2nd Qtr. 2nd Qtr. 1948 

Commodity Unit to 2nd Qtr. 
1949 
Pottery and porcelain 1,000 pieces ... 626 2,595 1,391 415 
Common brick ...... metric tons ... 3,290 3,483 10,000 169 
Cotton, cloth. iis <j a 1,000 meters! . 2,108 2,501 5,085 125 
COttOn Ww VOR: jrerrccosers ot metric tons ... 493 621 E132 114 
Paper denis tees 9 270 412 559 113 
Salt tons acters Adie C55 as 7,498 21,422 29,590 38 
COate 3.4 wasted 6 72,285 83,410 105,383 32 
INGOGIES) 0 5.5,<c:aresetarscayate P 228 192 402 24 
Fire) bricks cncgns .ae5 ue 454 343 633 21 
Tobacco products ... a 928 958 1,051 8 
Blour- pi. ers saree as 1,734 2,670 1,791 if 
Marine products .... zr a oy Wie 17,383 33,607 — 8 
Rubber shoes ....... -1,000 pairs .... 1,891 1,426 1,742 —ill1 


1 Average width 36 inches. 
2 Anthracite and lignite. 


won. The growing deficit (about 
22,000,000,000 won as of August 31 of 
the current fiscal year) has occasioned 
active consideration of the possible re- 
duction of the budget for the fiscal 
year 1950. The inflationary trend 
was reflected in an increase of 1,800,- 
000,000 won .in circulation over the 
July figure of 45,400,000,000, bringing 
total currency in circulation as of 
September 1 to an unprecedented high 
of 47,200,000,000 won. Although the 
open-market price of rice and other 
foodstuffs dropped as a result of im- 
proved grain crops (rice dropped from 
a mid-July high of 85 won per pound 
to 65 won per pound in August), the 
over-all wholesale price index rose 24 
points in August. 

Foreign Trade and Exchange Rates:— 
The total exports of the Republic, both 
Government and private, during Au- 
gust are estimated at US$1,500,000 
and consisted primarily of marine pro- 
ducts to Hongkong. Imports, on the 
other hand, are estimated at $8,800,000, 
about $8,000,000 worth being ECA- 
financed goods. An attempt to reduce 


the imbalance in Korea’s foreign trade 
with Japan undoubtedly will be made 
at the Korea-SCAP conference (sche- 
duled for October) to review the re- 
sults accomplished under the trade 
arrangement between Korea and 
Japan. As of September 1, Korea had 
imported under the trade arrangement 
goods valued at about US$10,000,000 
and had exported to Japan goods 
valued at $2,000,000. 


A recommendation of a multiple 
exchange rate, including a rate of 450 
won to US$1 for all essential imports 
and an auction rate reflecting market 
transactions for less essential imports 
and most currency transactions has 
been accepted. The 450 rate is to be 
subject to a monthly review for the 
purpose of moving toward a unitary 
rate as soon as possible. Currently, 
however, an official rate of 450 won to 
US$1. applies to Government tran- 
sactions of the Republic, and a market 
rate of 900 and 950 won to the US$1 
for buying and selling dollars, respec- 
tively, applies to other transactions. 
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Electric power production reached an 
average of 57.7 million kwh a month in 
the April through June quarter—a 19- 
percent gain over the previous three 
months and 50 percent above a year 
earlier. Stepped-up output was attri- 
butable to greater supplies of coal. 
especially from the mines supplying the 
Yongwol power plant. Even greater 
production must, however, be achieved 
to meet essential minimum _ require- 
ments and replace the electric power 
formerly received from North Korea. 

Mining of anthracite coal in Govern- 
ment-financed mines attained a monthly 
average of 93,600 metric tons, compared 
with 69,570 metric tons in the first 
quarter of 1949 and 59,500 metric tons 
during 1948. A goal of 117,000 metric 
tons per month has been set for the 
“fiscal year 1950. Production of lignite 
was 16 percent greater than in 1948. 
Bituminous coal imports from Japan 
averaged 90,650 metric tons monthly 
during the quarter, substantially above 
the 1948 record. Output of peat, im- 
portant to some industries}; reached 
37,000 metric tons in May, an all-time 
high. 

Mining of copper, tungsten, graphite, 
and lead in the April to June quarter 
was running well ahead of the first 
quarter of 1949. In particular, the pro- 
duction of tungsten, South Korea’s 
leading mineral export, is showing an 
upward trend. The American ECA 
Mission has made plans to replace the 
existing inefficient tungsten ore milling 
equipment. 

Agricultural Output:—With increased 
acreage, a greater fertilizer supply, and 
a mild winter, the summer grain crop 
in Korea was considerably higher than 
in any postwar year, totaling about 
33,500,000 bushels, or 23 percent above 
the 1948 crop. The delayed rainy sea- 
son reduced the prospects of large rice 
plantings, but there was still hope for a 
better than average crop. South Korea 
has become self-sufficient in foods, 
even though the population has greatly 
increased since the liberation in 1945. 

Finance and Trade:—The note issue 
“of the Bank of Korea, the only official 
paper currency in Korea, returned in 
June to the level of February, 40.8 bil- 
lion won, after having fallen from the 
peak of 43.4 billion won in December 
1948 to 37.8 billion won in March 1949. 
Currency in circulation was still well 
under the 50 billion won limit set by 
the Government. This inflationary up- 
swing was in part caused by the budget 
deficit of the Korean Government, whose 
revenue during the first half 1949 has 
fallen short of expenditure by some 10 
billion won. There was a slight decrease 
of Government holdings of American 
dollars, which at the end of the quarter 
amounted to $26,175,000. These funds 
represent largely a one-time special 
payment by the United States to cover 
the cost of occupation and are held as 
a reserve in case of an unexpected in- 
crease in the unfavourable balance of 
trade. 

A significant step towards the econo- 
mic rehabilitation of Korea was the 
signing of a trade agreement with 
Japan on April 23, 1949, providing for 
the exchange of commodities valued at 


‘products 
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China’s Tung Oil 


Tung oil has been important in 
Chinese commerce for many centuries. 
In the thirteenth century Marco Polo 
referred to a marvelous wood oil, mix- 
ed with lime and chopped hemp, used 
by the Chinese for caulking their ships. 
This oil was called “Chinawood oil.” 
In addition to its use on junks and 
small boats, the Chinese used it as an 
ingredient in India ink, varnishes, lac- 
quers, as a waterproofing agent in the 
manufacture of many articles—among 
them, paper, shoes, umbrellas, silk, 
pongees, oilcloth—and in other ways, 
The oil did not enter foreign commerce 
until 1516, when Portuguese traders 
visited Canton and received from the 
Chinese a quantity of tung oil and 
other merchandise in exchange for 
European articles. A regular trade in 
tung oil later developed largely through 
the efforts of the early European sea- 
men and explorers. During the Sino- 
Japanese War, tung oil production de- 
clined considerably. The national gov- 
ernment control of the oil and prevail- 
ing low price caused the farmers to 
lose interest in planting new trees or 
caring for the ones they had. In some 
sections the trees were cut by their 


$78 million between April 1, 1949, and 
March 31, 1950. 

As a result of expanded production 
and generally increasing economic ac- 
tivity, total exports were substantially 
higher in the second quarter of 1949 
than in the corresponding quarter of 
1948, but were still at a low level. The 
bulk of these increased exports were 
sea foods and products shipped to Japan 
under the trade agreement. 


America’s ECA Supply Program 


In the April-June quarter of 1949 
ECA issued procurement authorization 
for $10.6 million worth of commodities 
and ocean transportation, bringing the 
total to $28.7 million since the inception 
of the Korea program. The principal 
financed by ECA are coal, 
bread grains, cotton, machinery and 
vehicles, and petroleum. Over half of 
the authorized commodities was to be 
purchased in the United States and the 
remainder largely in Japan. 

ECA-financed supplies arriving at 
Korean ports amounted to 760,269 
metric tons in the months of April, 
May, and June, about a fifth more than 
in the preceding quarter. The value of 
ECA-financed and Army aid goods re- 
ceived during the second quarter was 
$38.8 million, an increase of almost of 
$5.0 million over the previous three 
months, 

The function of checking on the end- 
use of American supplies is carried out 
by the ECA Mission’s Controller. Plans 
were developed for a complete inven- 
tory of available supplies in warehouses 
under the management of the Korean 
Government. The information collected 
is of value in screening import requests. 
Notable progress has also been made in 
organizing end-use controls set up by 
the Korean Government. 


Owners or by the armies for firewood. 
Some trees were sacrificed to clear the 
land for food crops, and others were 
killed or seriously injured by fire. 
Despite this destruction the industry 
recovered more quickly than was ex- 
pected, 


Planting Area 


Tung trees in China grow chiefly on 
the rocky hillsides, waste places, and 
roadsides, where farming is_ difficult. 
Production of the oil has always been 
considered as a forest industry in China 
and land that could not be devoted to 
other crops has been allotted for plant- 
ings. The dependence of overpopulated 
China on the use of all available arable 
land for the production of foodstuffs 
for local consumption, particularly in 
the interior provinces, has_ restricted. 
interest in the systematic cultivation of 


tung trees and other plants yielding 
industrial raw materials. Tung tree 
plantings have been made chiefly in. 


the provinces.of Szechwan, Kwangtung, 
and Kwangsi, but the’ plantations have. 
been given little cultivation and fertil- 
ization and as a result nut yields are: 
small. The tung-oil belt lies between. 


The mechanism for collecting coun- 
terpart funds in Korea was put into 
operation. When aid goods are received 
at Korean ports the dollar cost is com- 
puted at the official rate of 450 won to 
the dollar. The Korean Government is 
notified of the won value and arrange- 
ments are made for the determined. 
amount of local currency to be credited 
to the counterpart fund. The Govern- 
ment then turns the goods over to: 
users and bills the recipients. 

As of June 30, 1949, notifications sent: 
to the Government totaled 34.8 billion 
won. Against this debt the Korean 
Government had deposited 31.2 billion. 
won of its own funds and in turn billed 
recipients of the goods for 14.0 billion 
won. Of this total, the Government 
had collected only 7.2 billion won by 
June 30. Withdrawals from the coun- 
terpart funds for American administra- 
tive éxpenses amounted to 1.7 billion 
won, 

One of the main difficulties in the 
collection of counterpart funds is the 
fact that during the Japanese occupa- 
tion adequate credit mechanisms were 
not developed, since Japanese industrial 
combines were highly integrated and 
had no need for such facilities. The 
development of a credit system requires 
time, experience, and skill. The lag 
between counterpart deposits and col- 
lections from importers constitutes a: 
drain on government funds and in- 
creases the total volume of money in 
circulation. The ECA Mission has been 
trying to speed up the rate of collections 
and is tying in the authorization of 
projects with ECA funds to success in 
collecting proceeds from the sale of 
American supplies. Inflationary pres- 
sures are thus counteracted and at the 
same time the Koreans are obtaining 
valuable experience in administering 
financial procedures. 
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100° and 122° east longitude and be- 
tween 22° and 24° north latitude. The 


total area embraces approximately 
‘900,000 square miles. 
Production of Oil a 


Tung oil is produced in 16 provinces, 
the chief ones being Szechwan, Hunan, 
Hupeh, Kwangsi, Chekiang, Honan, 
Fukien, Kwangtung, Sikang, Yunnan, 
Kansu, and Kiangsu. Of these, the first 
five contribute about 85 percent of the 
total Chinese production. No official 
statistics have ever been available on 
annual production of tung oil in China. 
Since 1941 it has been difficult even to 
obtain estimates on production. One 
reliable source estimates average pro- 
duction of oil for 1935-37 at 100,000 
metric tons, for 1945 at 51,000 tons, and 
for 1946 at 90,000 tons. In 1947 and 
1948, estimated production was 105,000 
and 115,000 metric tons, respectively. 

The nuts ripen in September or 
‘October, depending upon the locality, 
and may be allowed to fall naturally to 
the ground at full maturity before col- 
lection. In many instances, however, 
the fruit is picked from the trees or 
knocked off with long poles before 
maturity. After the fruit is collected 
in large heaps, it is husked and the 
seeds are removed. If exposed to the 
air for a sufficient period the husks will 
either decay or crack open and permit 
easy removal of the seeds. This process 
is often speeded up by covering the 
fruit with straw, which causes fer- 
mentation and more rapid deterioration 
of the husk. Another quick husking 
operation in common usage in China 
consists of placing the fruit in a vat 
of boiling water. This softens the 
husks or causes them to burst open and 
permits the seeds to be picked out by 
hand. A third method consists of heat- 
ing the fruit in iron pans and stirring 
it constantly until it is well parched 
and the hulls break open. Some farm- 
ers or collectors, particularly those 
living near cities, carry on small-scale 
oil pressing as side lines. In general, 
however, the producer or collector re- 
moves the seeds by the primitive 
methods described above, transports 
them in baskets to small local mils 
and sells them to the native mill own- 
ers. 

The methods 
mills are 


employed in Chinese 
primitive and have shown 
little improvement, even in recent 
years. Attempts to establish modern 
mills have in general met with opposi- 
tion and been discontinued. Hand la- 
bour and crude machinery is employed 
throughout the tung oil districts. Clean- 
ing, drying and pulverizing of the seeds 
is done before actual oil extraction. 
The seeds, upon arrival at the mills, 
generally require cleaning. This is 
done by men, women, and _ children 
who pick out pieces of broken husks 
and decayed or useless seeds by hand. 
The seeds are then passed through a 
hand-made machine which blows out 
the dust and dirt and allows the clean 
product to fall into baskets placed be- 
neath it. Cleaning is sometimes done 
by pouring the seeds from one basket 
to another in a drafty place and allow- 
ing the wind to blow out the dirt as 
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the seeds fall. After the seeds have 
been cleaned they are roasted in large 
iron pans or in wooden tubs with iron 
bottoms. During the roasting the mass 
is stirred constantly with a paddle to 
prevent burning. Moisture is driven 
off by this process, and the seeds be- 
come hard and brittle and are then 
ready to be pulverized. The drying 
method employed plays a large part in 
the resultant colour and quality of the 
oil. Oil dried by the roasting process 
is known as hot-pressed oil and is re- 
latively dark in colour. In some local- 
ities where a lighter coloured oil is 
desired the seeds are dried in a rudely 
constructed kiln. A slower method, 
used with considerable success during 
the dry, hot, summer months, consists 
simply of spreading the seeds on the 
ground in single layers and allowing 
the sun to dry them. This process 
produces an exceptionally light-colour- 
ed oil. 


The next step is pulverizing the 
seeds, done generally by placing them 
in a circular stone trough, where they 
are crushed by revolving stone wheels 
drawn by man, ox, or donkey. Pulveriz- 
ing is sometimes done by using a heavy 
log constructed in the shape of a ham- 
mer, which fits into a large stone or 
wooden mortar containing the seeds. 
The lever controlling the hammer is 
operated by a coolie who supports him- 
self by ropes suspended from rafters of 
the building. 

His arms are inserted in slings and he 
works the lever with his feet. 


After the seeds are thoroughly pul- 
verized, they are put into steaming vats, 
made of wood with iron bottoms. 
Water is mixed with the ground seeds, 
and the resultant mass is steamed until 
it has a soft, mushlike consistency. 
This mash is then mixed with sufficient 
straw to hold it together. While this 
mixture is still hot, it is made into 
round cakes 15 to 18 inches in diameter, 
according to the size of the press, and 
about 4 inches in thickness. It is then 
ready for the press. 


Methods used in expressing the oil 
from the seed vary somewhat accord- 
ing to the producing districts, and the 
presses differ in construction, capacity, 
and expression efficiency. However, 
practically all the presses are primitive 
in construction and operate on the 
same general principle of extraction by 
wedge pressure. The press is, in effect, 
a hollowed out log, with an opening 
into which the oil cakes are placed and 
a slit for the outgoing oil. After the 
oil cakes are loaded into the press, 
wooden wedges are driven into the 
opening with a battering ram to expel 
the oil. Usually the cakes are given 
two pressings to obtain the maximum 


quantity of oil. The entire process 
takes about 3 hours. Yields of oil 
‘range from 30 to 35 percent of the 


weight of the kernel. 
strained through 


The oil is then 
coarse grass cloth 
from one tub to another, to free it 
from fine dust and dirt. It is then 
placed in bamboo baskets lined and 
covered with many coats of Chinese 
varnished paper. 


Transportation and Preparation for 
Export 


Transportation of the oil from the 
mills, located in the Upper Yangtze, 
Han, and West River districts, to the 
collecting centres is very difficult and 
expensive because of the rough terrain. 
The oil is carried overland by coolies 
and pack animals, and junks are used 
where waterways are available. A 
pack animal carries about 150 pounds 
of oil packed in small baskets or tins. 
A coolie carries about 75 pounds in 
baskets or wooden tubs, swung over a 
pole. 


The collection centres for oil in cen- 
tral and western China are Luchow, 
Ichang, Loahokow, Shasi, Yochow, 
Changteh and Changsha, with trading 
ports at Chungking and Wanhsien. Oil 
from the producing regions of south 
China is collected at Liuchow, Kweilin, 
and Nanning and then forwarded to 
the trading port of Wuchow. In east- 
ern China, the collection .centres are 
Ningpo, Wenchow, and Hangchow. Oil 
supplies from these sources are shipped 
to Shanghai. At the various collection 
centres, the oil is packed in large 
baskets made of split bamboo, lined 
with several layers of oil paper and 
having a cover sealed with a mixture 
of pig’s blood, lime, and bean-curd re- 
sidue. When the basket is filled with 
oil and sealed, it is then given a final 
coating of processed tung oil to prevent 
leakage. The baskets vary in capacity 
from 120 to 400 pounds. Where sea- 
soned lumber is available and cheap, 
wooden tubs or casks are used. These 
tubs are lined and treated in the same 
way as the baskets but leakage of oil 
is greater and their capacity is smaller. 
The best containers are kerosene and 
gasoline drums. A 5-gallon kerosene 
tin holds 37 pounds of tung oil and an 
ordinary 50-gallon- gasoline drum, 
about 390 pounds, 


When the crude tung oil reaches the 
trading centres, it contains impurities, 
some moisture, and dust, which must be 
removed by refining. The process con- 
sists of pumping the crude oil into 
steam-heated tanks, having a capacity 
of 25 to 50 tons and heating it to a 
temperature of 80° C. for 10 to 16 
hours. After the moisture in the oil is 
almost removed, the heated oil is 
allowed to stand and cool for a few 
days. The impurities and other for- 
eign matter settle to the bottom of the 
tanks and the top oil is pumped into 
storage tanks. This oil still contains 
Some impurities held in suspension. 
After a few weeks of settling in the 
storage tank, a clear oil is obtained. 
When it is necessary to expedite ship- 
ments of oil, the steam-heated oil is 
filtered through a filter press instead 
of allowing it to settle in the storage 
tank. After reconditioning, it is ship- 
ped down river from the trading cen- 
tres to the various export ports by 
steamers, either in drums or in bulk. 
It is stored in tanks at shipping ports 
and is loaded into tank ships by pump= 
ing through pipe lines. 
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Exports of Tung Oil From China by Ports 
(In quintals of 220 Ibs) 


1937 1938 1939 1946 1947 1948 
HankOwW s vicsiscaccee 20,532 — —_— —_ — — 
ShHanghail "roo. 796,734 90,197 21,889 260,582 397,732 478,926 
Wenchow Po... 0% ss: 3,783 43,901 98,840 _— — — 
Canton  ocsacs ose 64,306 326,284 2,182 51,362 161,793 213,389 
‘Kowloon os..c. 2 22,452 119,167 3,276 4,583 198,062 60,045 
anna? Seuss eueeo 3,094 19,630 143 827 165 5,112 
WUuCROW “2.5.5. 108,175 63,175 —_— 25,372 43,371 — 
Buiehow?  os.cccre<% a 105 931 209 45 — 
Menptsz Melis... 2,980 18,942 36,686 — — — 
Pakhoig “ses.ce 1,067 6,342 78,734 — — 2,266 
Lungchow ....... — 281 80,860 — = — 
Other ports... 6,662 7,753 11,475 9,251 2,169 1,188 
Peotal een. 1,029,789 695,777 335,016 356,638 805,373 760,926 
Distribution of Tung Oil Exports 
(In quintals of 220 lbs) 

Destination 1937 1938 1946 1947 1948 
United: States <.cicccesccass 641,127 56,872 162,803 248,366 393,236 
NG EOTINANV ON as ose cuss face See 42,811 14,804 — 2,032 10 
BAT COMM ve iecctsus oc 'erssms ava roles ents 37,151 10,795 5,056 4,660 201 
United) Kingdoms 2 os5..00e./- 36,828 20,262 17,525 64,694 35,148 
I TST ond | os San Oar ree 10,807 19,971 2,036 245 14,746 
MADAM cauaecse ees ies etstls 7,467 558 — 8,076 8,350 
Wetherlands ir cqn.c caresses 6,000 3,509 2,230 8,832 9,027 
PARISEE ALAN .  crctersieiele starsa/oniste. 5,466 580 20 1,777 50 
GANG Weise gic te ons o.eibis.eievsiese 5,208 1,133 3,047 5,472: 1,524 
MenMark Hwee scien ewes < 4,980 1,711 2,554 478 1,524 
NOL WA Vir eters orescisieieieei eles wiels 4,862 299 2,468 5,150 — 
Sweden oe cea nals sees terse 4,733 1,451 6,905 9,264 506 
‘Belolumaeece ors oe kes ss ciate 3,35 1,541 4,819 3215 2,732 
HonskOng | pancetta. isle 212,364 558,100 102,162 408,087 266,998 
Other scoOUniries: -ciac.cisc se sie = 6,630 4,191 41,013 35,025 26,874 

Total 1,029,789 695,777 352,638 805,373 760,926 


Principal Export Ports 

The four chief shipping ports for 
tung oil export trade are MHankow, 
Shanghai, Canton, and Hongkong. The 
Yangtze River is the main transporta- 
~ tion route for all shipments of oil ori- 
ginating in the central and western 
areas of China. The port of Hankow 
is the ultimate point of destination of 
the Yangtze Valley tung-oil production 
and is the principal tung-oil market in 
China. In normal times from 80 to 90 
percent of the country’s entire produc- 
tion arrives at Hankow for reshipment 
to other Chinese ports or to foreign 
consuming countries. Shanghai is prin- 
cipally a reexport port for oil ship- 
ments from Hankow. Shipments from 
trading ports in Chekiang Province also 
clear through Shanghai. Canton and 
Hongkong are the ports for oil obtain- 
ed from southern provinces and also 
for diverted shipments from production 
areas in the Yangtze Valley, when 
they cannot be shipped to Hankow. 
Canton, although it is an export port 
for direct shipments of oil to foreign 
countries, serves chiefly as a  trans- 
shipping port to Hongkong. 


Marketing Organization and Methods 

The farmers sell the tung nuts. to 
millers or peddlers, who, in turn, sell 
them to village dealers or oil dealers 
in large towns. These dealers ship the 
oil to oil hongs or brokers in collection 
centres and export ports. At the ports, 
short-term loans are often extended to 
brokers and exporters by money shops 
and private banks. The interest rate 
charged by money shops is. usually 2 
or 3 percent higher than that charged 
by private banks, but no warehouse 
warrant or mortgage is required. The 
credit loan is arranged on a_ rather 
personal basis without signing a con- 
tract or issuing a receipt. Oil brokers 
were active in prewar years when 
agents or representatives of American 
and European concerns were stationed 
at collection centres and export ports. 
Brokers now act only as buying agents 
for exporters, neither taking a position 
nor offering any advanced sales. While 
the brokers do not speculate on the oil 
itself, they do engage in speculation on 
the foreign exchange rate of American 
dollars in terms of tung oil. The price 
of tung oil when it reaches the expor- 
ter is based upon the number of agents 
involved. The more hands the oil goes 
through the higher its cost. A com- 
mission of 2 to 5 percent, or a profit 
of 5 to 10 percent, is added if possible. 
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Domestic Consumption 


Statistics on the consumption of tung 
oil in China are not available. It is 
believed that consumption expanded 
during the war years because tung oil 
was used as a substitute for kerosene, 
which was in short supply, in the 
manufacture of soap, and even for fuel. 
It was also used for lighting in cities, 
owing to power shortage. Average an- 
nual domestic consumption during the 
five crop years, 1933-34 to 1937-38, 
was about 39,000 metric tons. Con- 
sumption was about 60,000 tons for the 
1944-45 season, approximately 45;000 
tons in 1945-46, and declined further 
to about 42,000 tons in 1946-47 owing 
to expansion of the export market. 


Price as an Indicator of Market 
Conditions 


Tung-oil quotations in China have 
shown marked fluctuations during the 
past 22 years. In 1927, the high for 
tung oil at Hankow was about 17 cents 
(United States. currency) per pound. 
The top price in 1931 was 6 cents owing 
to inactive foreign demand. During 
the following years prices advanced 
and stood at about 12 cents per pound 
at the end of 1936. With the opening 
of the Sino-Japanese War in July 1937, 
prices rose substantially, reaching 21 
cents (United States currency) a pound 
in October 1939 and 24 cents in July 
1940. At the end of World War _ II, 
prices rose further, averaging 39 cents 
throughout 1946, but began to decline 
thereafter, averaging 30.5 cents in 1947 
and 24.5 cents in 1948. 


Shanghai quotations for tung oil in. 
terms of United States currency at the 
official exchange rate for the Chinese 
national dollar were higher than prices 
in the United States during 1946 and 
1947, and exporting was made possible 
only by undervaluing the amount of oil 
exported or through other evasions of 
the Chinese export controls. Attempts 
to reduce the difficulties in exporting, 
by abolishing increases in the rate of. 
exchange, were not successful. 


By shipping from Hongkong, the ex- 
porter was permitted to retain the full 
amount of his export proceeds (subse- 
quently reduced to 75 percent of the 
full amount and at present 85%) and 
was thereby enabled to undersell the 
Shanghai exporter who was required 
to surrender his foreign exchange for 
Chinese currency at unrealistic rates. 
Thus, more tung oil was exported from, 
Hongkong during 1947 than from 
Shanghai. At the beginning of 1948, 
however, China concluded a financial 
agreement with Hongkong which pro- 
vided that no export of tung oil could 
be made from the British colony with- 
out production of a certificate eviden- 
cing that the foreign exchange created 
by the export from China had been 
sold to an authorized bank in China. 
This agreement is believed to have 
been responsible for the decrease in 
exports of tung oil from Hongkong in 
1948 and a resulting increase in exports 
from Shanghai. 
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During 1948 the tung market was 
upset by chaotic economic conditions. 
Runaway inflation and frequent changes 
in laws affecting foreign exchange 
settlement caused tung oil prices in 
United States dollars to fluctuate yio- 
lently. Among these new measures 
were the exchange surrender certificate 
system, whereby exporters sold their 
foreign exchange proceeds and received 
United States dollars in return. In 
August 1948 the Export-Import Board 
established export floor prices for 
vegetable oil seeds and oils, and the 
average floor price of tung oil for the 
balance of 1948 was 19 cents per pound 
in bulk f.o.b. Shanghai. 


Adulteration 


For many years the Chinese have 
resorted to the practice of adulterating 
tung oil. The Chinese Government has 
attempted to stamp out this practice by 
standardizing the quality of oil export- 
ed. The passage of tung oil through a 
long chain of intermediaries has tended 
to’ increase the possibilities of adul- 
teration. When tung-oil prices are high 
and other oils are low, the temptation 
to adulterate is increased. Substances 
generally used in adulteration are oils 
that are cheaper than tung oil; they 
include cottonseed, sesameseed, rape- 


seed, teaseed, peanut, sdybean, and 
peepreess oils, and certain mineral 
oils. 


To prevent adulteration of export 
commodities, the Chinese Government 
in 1929 established testing and inspect- 
ing bureaus at Shanghai, Hankow, 
Tientsin, Canton, and Tsingtao. During 
the same year export specifications for 
tung oil were carefully standardized 
and have been strictly enforced. In 
peacetime these bureaus tested and 
inspected each shipment of oil and 
issued a certificate permitting export 
when specifications were met. There 
were nine testing bureaus, located in 
Shanghai, Hankow, Chungking, Wan- 
hsien, Canton, Tientsin, Kunming, 
Tsingtao, and Shansi (Hupeh). 


No standard specifications for grades 
have been set up. Any batch of oil 
which conforms to testing specifications 
is considered good for export. Although 
such terms as “fair average quality,” 
“good,” and excellent,” are often used 
by the testing bureau chemists to des- 
cribe the quality of the oil inspected, 
foreign consumers have shown little 
interest in encouraging grading by 
offering a higher price for a better oil; 
they remain satisfied with the grade of 
“fair average quality.” 


Exports of Tung Oil 


Internal taxation on tung oil has been 
a burden to the trade as well as to 
exporters of the commodity. Local 
authorities in various provinces have 
imposed certain taxes on trade passing 
through their territories and amounts 
vary with local revenue reyuizements. 
When banditry is rife in the upper 
Yangtze province police and military 
authorities ‘must be paid for escorting 
ships or providing other protection to 
tung-oil shipments passing through 
their territory. During the war years 
the export duty on tung oil was 5 per- 
cent ad valorem. This duty was abol- 
ished in September 1946 when all 
export duties were removed. 


Although a tung-oil trade between 
China and European countries existed 
for many years, it was not until the 
middle of the nineteenth century that 
an appreciable volume of world trade 
developed. This expanded consider- 
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ably after World War I and continued 
to expand until the outbreak of the 
Sino-Japanese War in 1937. At the 
end of World War II every effort was 
made to resume export trade, since 
tung-oil exports were the most impor- 
tant single source of China’s foreign’ 
exchange. Total exports from China 
increased from 35,264 metric tons in 
1946 to 80,537 metric tons in 1947, and 
dropped to 76,092 metric tons in 1948. 


Shipments of tung oil from China 
go to all parts of the world. Foreign. 
demand naturally depends upon the 
extent of industrial activity and, there- 
fore, Europe and North America are 
the chief consumers. Except in China 
and Japan, there is little demand for 
this drying oil in the Far East, although. 
the development of paint and varnish 
and other industries in India and Aus- 
tralia may result in greater markets in 
those countries. 


